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THE  SITUATION  IN  GENERAL 

A  continued  improvement  in  farm  real  estate  conditions  througii 
the  first  year,  a  general  leveling  off  in  the  temper  of  the  farm  real 
estate  market  the  second  year,  with  a  slight  weakening  of  the  market 
during  the  third  year  characterized  the  farm  real  estate  situation 
during  the  years  1936-37,  1937-38,  and  1938-39.^  Interest  rates 
remained  low  throughout  the  period  and  loan  requirements  for 
emergency  refinancing  receded  considerably  in  importance.  Fore- 
closure rates  continued  to  decline  sharply,  and  for  the  first  time  since 
1929  the  land  holdings  of  creditor  agencies  decreased  slightly.  The 
frequency  of  voluntary  sales  reached  levels  that  were  higher  than 
at  any  time  since  data  became  available  in  1^26;  the  peak  came 
during  the  12  months  ended  March  15,  1937,  with  a  slight  falling 
off  during  the  following  2  years. 

On  the  whole,  it  would  appear  that  the  general  tone  of  the  farm 
real  estate  market  since  the  fall  of  1937  has  been  somewhat  less 
favorable  than  during  the  preceding  4  years,  when  nearly  all  the 
major  factors  influencing  the  farm  real  estate  situation  were  operat- 
ing in  the  direction  of  higher  land  values. 

After  continuing  to  rise  for  the  fourth  consecutive  year  during  the 
12  months  ended  March  1,  1937,  farm  real  estate  values^  failed  to 
gain  during  the  following   12-month  period,   and  declined   1   point 

1  The  farm  real  estate  year  ordinarily  covers  roughly  a  12-month  period  ending  about  March  1.  Posses- 
sion of  farms  by  lease  or  sale  is  commonly  given  at  that  time  and  occupancy  is  usually  considered  as  begin- 
ning on  that  date.  Unless  otherwise  stated,  the  term  "1938-39"  in  this  circular  denotes  the  12-month  period 
ended  on  or  about  March  1,  1939.  Most  of  the  real  estate  data  here  used  pertain  to  such  periods.  The 
term  "1938"  here  denotes  the  calendar  year  ended  December  31,  1938. 

2  The  term  "real  estate"  as  used  throughout  this  circular  includes  farm  land,  together  with  buildings 
and  other  permanent  improvements. 
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during  the  past  year.  The  Bureau  of  Agricultural  Economics  index 
of  average  value  per  acre  of  farm  real  estate  on  March  1,  1939,  stood 
at  84  percent  of  the  1912-14  period,  compared  with  85  percent  for 
each  of  the  2  previous  years.  This  is  the  first  decline  reported  in  6 
years,  values  having  increased  4  percent  each  year  from  1933-37, 
and  remaining  unchanged  in  1938.  Despite  the  decline,  the  index 
of  values  is  still  about  15  percent  above  the  1933  low.  On  March  1, 
1939,  values  in  39  States  were  higher  than  3  years  earlier  but  most 
of  the  gains  were  made  during  the  12  months  ended  March  1,  1937. 

The  increase  in  farm  income,  which  was  increasing  at  the  rate  of 
approximately  $1,000,000,000  a  year  from  1933  to  1937.  appears  to 
have  been  the  most  influential  single  item  supporting  the  increase  in 
values  during  that  period.  In  1937,  although  cash  income  was  95 
percent  higher  than  in  1932,  the  percentage  increase  over  1936  was 
less  than  for  any  year  since  1933,  and  the  sharp  dechne  in  the  prices 
of  farm  products  to  below  pre-war  averages  during  the  fall  of  1937 
was  sufficient  to  counterbalance  the  effect  of  the  increase  in  income 
(which  resulted  from  comparatively  high  prices  earlier  in  the  year, 
together  with  increased  marketings)  insofar  as  farm  real  estate 
values  were  concerned.  The  lower  price  levels  continued  through- 
out 1938,  resulting  in  a  reduction  in  cash  farm  income  of  about  11 
percent  and  affecting  values  adversely. 

The  effect  of  the  reduction  in  income  during  the  past  year  on  the 
financial  position  of  farmers  was  offset  to  some  extent  by  a  reduction 
in  the  prices  paid  by  farmers  for  commodities  used  in  production. 
After  remaining  constant  from  1935  to  1936,  prices  paid  by  farmers 
for  such  commodities  increased  materially  in  1937.  A  substantial 
decrease  in  1938  brought  the  level  back  to  sUghtly  below  the  1935 
average.  Prices  for  machinery,  building  materials,  equipment  and 
supplies,  and  seed,  were  all  higher  in  1938  than  in  1935,  while  prices 
for  feed  and  fertilizer  were  lower.  Prices  for  all  items  except  ma- 
chinery and  equipment  and  supplies  were  lower  in  1938  than  in  the 
previous  year,  macliinery  prices  increasing  about  4  percent  while 
equipment  and  supplies  were  unchanged. 

Taxes  paid  by  farmers  Vv^ere  higher  in  1937  than  at  any  time  since 
1933.  Although  the  lower  levels  of  farm  taxes  in  recent  years  have 
been  a  factor  supporting  farm  real  estate  values,  the  rising  tax  trends 
have  probably  resulted  in  the  lower  levels  not  being  fully  capitalized. 

The  increases  in  farm  real  estate  values  that  accompanied  income 
increases  were  not  uniform  for  either  the  country  as  a  whole  or  for  the 
major  geographical  areas.  Farm  income  declined  considerably  more 
than  did  values  from  1929  to  1932.  The  income  increases  have  been 
relatively  greater  since  that  date,  and  at  the  beginning  of  1937  as  well 
as  1939,  the  levels  of  both  cash  income  and  real  estate  values  were 
approximately  three-fourths  of  their  1929  levels.  The  conservative 
manner  in  which  values  responded  to  the  income  increase,  beginning 
in  1933,  resulted  in  farm  real  estate  values  being  in  a  position  to  with- 
stand the  reduction  in  income  during  the  past  year  with  but  a  com- 
paratively mild  reaction. 

The  frequency  of  voluntary  transfers  of  farm  real  estate  continued 
relatively  high  during  the  3-year  period.  The  12  months  ended  March 
15,  1937,  marked  the  fifth  consecutive  year  of  increase  in  voluntary 
sale  frequency,  and  the  level  reported  w^as  the  highest  since  data 
became  available  in   1926.     There  was  a  slight  decline  during  the 
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following  2  years,  although  the  rates  remained  substantially  higher 
than  those  prevailing  before  1930.  In  contrast  with  voluntary  sales, 
transfers  resulting  from  foreclosure  of  mortgages,  bankruptcy,  or 
other  methods  resulting  from  debt  difficulties  continued  to  decline 
and  reached  levels  lower  than  those  prevailing  previous  to  1930. 
Forced  sales  resulting  from  delinquent  taxes  also  declined,  reaching 
for  the  12  months  ended  March  15,  1938,  a  level  lower  than  at  any 
time  since  1926. 

Credit  conditions  continued  to  be  a  favorable  factor  in  the  real 
estate  situation.  The  volume  of  new  mortgage  credit  was  plentiful, 
while  the  demand  for  credit  remained  at  a  fairly  low  level,  largely 
because  of  the  extensive  refinancing  activities  of  the  Farm  Credit 
Administration  during  the  period  from  1933  through  1935.  The 
increase  in  the  activity  of  private  agencies  extending  farm-mortgage 
credit  contributed  to  the  relieved  credit  situation.  Interest  rates  on 
farm  mortgages  continued  at  extremely  low  levels  and  acted  in  the 
direction  of  supporting  farm  real  estate  values.  The  present  interest 
rate  on  new  Federal  land  bank  loans  is  4  percent,  the  lowest  rate  that 
has  prevailed  during  the  existence  of  the  system.  The  rates  charged 
by  other  lending  agencies  have  also  declined.  Owing  to  lower  interest 
rates  as  well  as  some  reduction  in  mortgage  debt,  substantial  reductions 
have  occurred  in  annual  interest  costs  in  recent  years. 

FARM  REAL  ESTATE  VALUES 
FARM  REAL  ESTATE  VALUES  SHOW  SLIGHT  DECLINE  DURING  PAST  YEAR 

During  the  12  months  ended  March  1,  1939,  the  average  per  acre 
value  of  farm  real  estate  decreased  in  22  States,  remained  unchanged 
in  18,  and  increased  in  8  (table  1).  In  contrast,  values  decreased 
during  the  previous  year  in  16  States,  increased  in  24,  and  were 
unchanged  in  8,  while  for  the  year  ended  March  1,  1937,  only  3  States 
reported  decreases,  40  reported  increases,  and  5  were  unchanged. 
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Despite  the  decrease  for  the  Nation  as  a  whole  the  last  year,  average 
per  acre  values  continued  upward  in  the  East  South  Central  group 
of  States,  marking  the  sixth  consecutive  year  of  increase.  Values 
were  unchanged  in  the  South  Atlantic  and  Mountain  States,  while 
small  declines  were  reported  for  the  other  major  geographic  divisions. 
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FIGURE    1.— FARM     REAL    ESTATE:    INDEX     NUMBERS    OF    ESTIMATED    VALUE    PER 
ACRE  AS  OF   MARCH    1,    BY   GEOGRAPHIC    DIVISIONS.    1912-39. 

Farm  income  declined  during  1938,  prices  received  by  farmers  continued  at  low 
levels  and,  for  the  first  time  since  1933,  average  farm  real  estate  values  for  the 
year  ended  March  1,  1939,  were  lower.  For  the  United  States  as  a  whole,  the 
Bureau  index  of  value  per  acre  was  84  percent  of  pre-war  (1912-14  =  100), 
a  drop  of  1  point  from  the  figure  reported  in  each  of  the  2  previous  years. 

The  last  vear  is  the  first  since  1933  in  which  values  failed  to  increase 
in  the  Middle  Atlantic,  East  North  Central,  South  Atlantic,  and 
West  South  Central  groups  of  States.  Values  decreased  for  the 
second  successive  year  in  the  New  England,  the  West  North  Central, 
and  the  Pacific  States  (fig.  1). 
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As  in  previous  years,  a  substantial  proportion  of  the  buyers  in  the 
sales  negotiated  during  the  3-year  period  were  former  tenants  and 
farnaers  who  already  owned  land.  Some  buying  on  the  part  of  in- 
vestors and  speculators  was  indicated  although  their  relative  impor- 
tance continued  small. 

After  reaching  a  high  level  in  the  spring  and  summer  of  1937,  the 
number  of  inquiries  from  prospective  purchasers  seems  to  have  de- 
clined in  most  areas.  Although  weakening  slightly  during  the  past 
year,  asking  prices  for  farm  properties  appear,  on  the  whole,  to  have 
remained  fairly  firm,  owing  in  part  to  the  tendency  for  farms  for 
sale  to  be  held  by  stronger  hands,  much  of  the  distressed  property 
having  been  refinanced  or  having  passed  to  creditors  or  other  pur- 
chasers. 

For  the  United  States  as  a  whole,  values  are  16  percent  below  the 
1912-14  level,  although  in  15  States  and  in  4  geographic  divisions  the 
averages  equal  or  exceed  those  of  the  base  period.  Average  values 
in  all  States  are  below  those  of  1930,  and  only  in  North  Carolina  and 
Indiana  have  they  reached  the  1931  levels. 

VALUES  INFLUENCED  BY  FARM  INCOME  AND  PRICES 

Perhaps  the  most  important  factor  contributing  to  the  rise  in  farm 
real  estate  values  during  the  period  from  1933-37  was  the  upward 
movement  in  farm  income,  which  was  expanding  at  an  average  rate 
of  about  a  billion  dollars  a  year  (table  2). 

Table  2. — Gross  and  cash  income  from  farm  production,  calendar  years,  1925-38 


Year 

Cash 
income  i 

Value  of 
products 
retained 
for  con- 
sump- 
tion 2 

Gross 
income 

Year 

Cash 
income  i 

Value  of 
products 
retained 
for  con- 
sump- 
tion 2 

Gross 
income 

1925 

Million 

dollars 

10,  881 

10,  580 

10,  700 

11,  089 
11,  221 

8,941 
6.254 

Million 
dollars 
1,919 
1.798 
1,737 
1,727 
1,570 
1,396 
1,143 

Million 
dollars 
12.  800 
12,  378 
12,  437 
12,  816 
12,  791 
10,  337 
7,397 

1932 

Million 
dollars 

4,606 
5,379 
6,585 
7,378 
8,299 
8,988 
8,020 

Million 
dollars 
956 
1,025 
1,044 
1,310 
1,373 
1.362 
1,200 

Million 
dollars 
5  562 

1926 

1933             -  - 

6,404 

1927 

1934 

7  629 

1928 

1929 

1930 

1935 

1936 

1937 

19383 

8,688 
9,672 
10,  350 

1931 

9,220 

1  Includes  Government  payments. 

2  Quantities  multiplied  by  average  prices  received  by  producers  during  the  calendar  year. 

3  Preliminary. 

A  comparison  of  farm  real  estate  values  with  farm-income  changes 
from  the  depression  low  through  1937  would  appear  at  first  glance 
to  indicate  that  farm  real  estate  values  moved  upward  more  slowly 
than  was  warranted  on  the  basis  of  income  changes.  From  1932 
through  1937  cash  farm  income  increased  from  8  to  22  percent  each 
year,  with  a  total  increase  for  the  period  of  about  95  percent.  In 
contrast,  farm  real  estate  values  increased  but  16  percent  over  this 
period,  or  at  an  average  rate  of  about  3  percent  each  year.  From 
1929  to  1932,  however,  farm  incomes  declined  almost  three-fifths  as 
compared  with  a  decline  of  slightly  over  one-third  in  farm  real  estate 
values.  Furthermore,  the  upward  trend  in  incomes  and  in  prices 
had  not  continued  for  a  sufficiently  long  period  to  establish  the  sta- 
bility of  the  higher  levels. 
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The  advisability  of  the  rather  cautious  response  of  farm  real  estate 
values,  increasing  but  moderately  as  a  result  of  income  and  price 
increases,  and  reflecting  Httle  or  no  projection  of  price  and  income 
trends  into  the  future,  appears  to  have  been  justified  in  part  at  least 
on  the  basis  of  the  inconie  and  price  developments  during  1938. 
As  a  result  of  the  conservative  value  increases,  the  effect  of  the  reduc- 
tion in  farm  income  for  1938  on  farm  real  estate  values  was  much 
more  limited  than  would  have  been  expected  had  values  moved  up- 
ward more  rapidly. 

The  total  cash  income  of  farmers  for  1938  is  estimated  at  $8,020,- 
000,000,  a  decrease  of  11  percent  from  1937  and  about  3  percent 
imder  the  estimate  for  1936,  although  74  percent  above  the  amount 
for  the  depression  year,  1932  (fig.  2). 


250 
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100 


50 


90i 


1915 


1920       1925 

■1924-33  3ASED  ON  CASH  INCOME 


19  30 


1935 


Figure  2.  — Index  of  Income  from  Farm  Production.  1909-38. 

The  index  of  income  from  farm  production,  based  on  gross  income  from  1909-24, 
and  cash  income  from  1924-38,  reached  a  level  in  1937  that  was  about  double 
that  of  1932.  However,  the  index  was  only  about  four-fifths  as  high  as  that 
for  1929.  Owing  chiefly  to  lower  price  levels  for  farm  products  throughout 
1938,  the  index  for  total  income  declined  about  11  percent  from  that  for  1937. 


Cash  income  from  crops  in  1938  was  18  percent  under  that  for  1937, 
and  income  from  livestock  and  livestock  products  declined  8  percent, 
whereas  an  increase  of  31  percent  in  Government  payments  offset  to 
some  extent  the  decline  in  income  from  farm  marketings  (table  3). 
Average  prices  received  by  farmers  during  the  year  were  about  20 
percent  lower  than  m  1937,  and  the  total  volume  of  agricultural  prod- 
ucts for  sale  and  for  home  consumption  was  about  5  percent  less  than 
the  1937  record  output.  Prices  received  for  grains  and  fruits  in  1938 
were  more  than  40  percent  under  those  of  1937,  prices  for  cotton  and 
cottonseed  were  do\\Ti  about  25  percent,  while  those  for  other  groups 
declined  from  less  than  3  percent  in  the  case  of  chickens  and  eggs  to 
18  percent  for  truck  crops  (table  4).  Prices  paid  by  farmers  for 
commodities  used  in  production  decreased  about  8  percent,  and  the 
ratio  of  prices  received  by  farmers  to  prices  paid  was  lower  than  for 
any  year  since  1934. 
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Table  d.^Cash  income 

from 

farm 

marketings  by 

groups  of  commodities,  1925-38 

Crops 

Livestock 

If 

> 

o 

a 

§  a 
Sg 

a  n 

> 
O 

O 

Year 

is 

o 

3 

1 

o 

Eh 

1 

a 

'5 

1 

i 

1 

3 

o 
c 

03 
0 

1925 

Mil- 
lion 
dollars 
1,  589 
1,487 
1,473 
1,567 
1,413 
960 
574 
371 
564 
626 
598 
824 
1,008 
842 

Mil- 
lion 
dollars 
1,762 
1,222 
1,500 
1,453 
1,512 
824 
497 
461 
578 
863 
712 
905 
884 
667 

Mil- 
lion 
dollars 
552 
555 
658 
571 
586 
468 
358 
279 
340 
386 
430 
451 
546 
394 

Mil- 
lion 
dollars 
718 
815 
784 
722 
752 
757 
525 
367 
425 
484 
483 
589 
614 
501 

Mil- 
lion 
dollars 
260 
240 
246 
247 
279 
244 
157 
115 
157 
236 
243 
243 
318 
294 

Mil- 
lion 
dollars 
5,416 
4,900 
5,116 
5,068 
5,080 
3,792 
2,454 
1,880 
2,437 
2,887 
2,813 
3,457 
3,845 
3,153 

Mil- 
lion 
dollars 
2,778 
2,884 
2,771 
2,995 
3,016 
2,480 
1,742 
1,158 
1,228 
1,467 
1,889 
2,  233 
2.330 
2,180 

Mil- 
lion 
dollars 
1,557 
1,598 
1,685 
1,797 
1,844 
1,631 
1,300 
991 
990 
1,133 
1,289 
1,459 
1,532 
1,398 

Mil- 
lion 
dollars 
987 
1,035 
959 
1,  059 
1,114 
939 
692 
514 
469 
545 
708 
725 
753 
699 

Mil- 
lion 
dollars 
5,465 
5,  680 
5,584 
6,021 
6,141 
5,149 
3,800 
2,726 
2,811 
3,251 
3,992 
4,555 
4,776 
4,385 

Mil- 
lion 
dollars 
10,  881 
10,  580 

10,  700 

11,  089 
11,  221 

8,941 
6,254 
4,606 
5,248 
6,138 
6,805 
8,012 
8,621 
7,538 

Mil- 

iion 

dollars 

Mil- 
lion 
dollars 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 

131 

447 
573 
287 
367 
482 

5,379 

1934 

6,585 

1935              

7,378 

1936 

8,299 

1937              

8,988 

1938  2 

8,020 

1  Totals  include  income  from  other  sources. 


2  Preliminary. 


Table  4. — General  trend  of  prices  and  purchasing  power  for  specified  years  and 
by  months,  January  1938  to  April  1939 


\ 


Index  numbers  of  farm  prices  (August  1909-July  1914  = 

100) 

Ratio 
of 

Wholesale 
prices,  all 
commodi- 

Year and 
month 

Truck 
crops 

Meat 

Dairy 

Chick- 
ens 
and 

eggs 

Cotton 
and 

cotton- 
seed 

All 
groups 

re- 
ceived 

ties  (IT.  S. 
Bureau  of 

Grains 

Fruits 

ani- 
mals 

prod- 
ucts 

to 
prices 

Labor  Sta- 
tistics) 

paid  1 

1910-14=100 

1910      - 

104 

120 

232 

157 

131 

128 

130 

120 

100 

63 

44 

62 

93 

103 

108 

126 

74 

91 

101 

82 

191 

172 

138 

144 

176 

141 

162 

98 

82 

74 

100 

91 

100 

122 

73 

70 

'"""153' 
143 
121 
159 
149 
140 
117 
102 
105 
103 
125 
111 
123 
101 

105 

103 
104 
174 
140 
147 
140 
151 
156 
133 
92 
63- 
60 
68 
118 
121 
132 
114 

110 

99 
103 
198 
153 
152 
155 
158 
157 
137 
108 
83 
82 
95 
108 
119 
124 
109 

128 

104 
101 
223 
163 
159 
144 
153 
162 
129 
100 
82 
75 
89 
117 
115 
111 
108 

113 

113 

77 
248 
177 
122 
128 
152 
144 
102 
63 
47 
64 
99 
101 
100 
95 
70 

66 

102 
98 
211 
156 
145 
139 
149 
146 
126 
87 
65 
70 
90 
108 
114 
121 
95 

102 

104 
93 

105 
99 
94 
91 
96 
95 
87 
70 
61 
64 
73 
86 
92 
93 

2  78 

81 

103 

1915 

102 

1920      

225 

1925 

151 

1926      

146 

1927 

139 

1928     

141 

1929          

139 

1930 

126 

1931              -  -- 

107 

1932     

95 

1933       

96 

1934 

109 

1935        ---- 

117 

1936            -  - 

118 

1937     

126 

1938          -.-  .  - 

115 

1938: 

Jan 

118 

Feb 

89 

68 

111 

110 

121 

94 

68 

97 

77 

116 

Mar 

85 

69 

101 

117 

117 

93 

70 

96 

77 

116 

Apr 

82 

68 

98 

114 

110 

93 

71 

94 

75 

115 

May 

79 

77 

88 

111 

103 

98 

71 

92 

74 

114 

June..  --- 

77 

73 

92 

116 

98 

99 

68 

92 

74 

114 

July 

72 

79 

99 

123 

101 

103 

71 

95 

77 

115 

Aug- 

62 

78 

92 

115 

102 

105 

69 

92 

75 

114 

Sept 

63 

75 

107 

117 

104 

118 

69 

95 

79 

114 

Oct  

60 

70 

107 

111 

107 

124 

72 

95 

79 

113 

Nov    

60 

71 

102 

111 

109 

131 

73 

94 

78 

113 

Dec 

1939: 

Jan 

63 

73 

108 

109 

112 

127 

70 

96 

80 

112 

66 

76 

96 

112 

109 

97 

71 

94 

78 

112 

Feb 

66 

78 

108 

116 

107 

91 

70 

92 

77 

112 

Mar 

66 

81 

114 

116 

100 

88 

71 

91 

76 

112 

Apr 

67 

82 

102 

114 

95 

87 

70 

89 

2  74 

1  The  value  of  a  unit  of  the  farmers'  product  at  farm  prices  in  exchange  for  commodities  bought  by  farmers 
for  use  in  both  production  and  living,  at  retail  prices,  as  compared  with  pre-war  values. 

2  Preliminary. 
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From  the  standpoint  of  purchasing  power  of  farm  commodities  as 
well  as  farm  income,  1937  was  a  more  favorable  year  for  agriculture. 
The  average  index  of  prices  received  by  farmers  was  higher  than  for 
any  year  smce  1930,  and  was  only  4  percent  under  the  1930  level. 
The  index  of  prices  paid  by  farmers  was  also  the  highest  since  1930, 
although  the  average  for  1937  was  more  than  10  percent  under  the 
1930  level.  The  ratio  of  prices  received  to  prices  paid  was  only  about 
2  percent  below  the  1925-29  average. 

Larger  marketings  arising  from  increased  production,  especially  in 
the  case  of  crops,  contributed  to  the  income  mcreases  for  1937.  The 
index  of  the  volume  of  agricultural  production  for  1937  was  almost 
14  percent  above  that  for  1936,  and  was  higher  than  for  any  year  since 
data  became  available  in  1919.  For  the  total  production,  the  index 
was  108  percent  of  the  1924-29  average,  the  index  for  crops  being  113, 
while  that  for  livestock  and  livestock  products  was  104.  Record 
yields  for  cotton  in  1937,  together  with  higher  than  average  yields  for 
com,  oats,  potatoes,  tobacco,  tame  hay,  and  other  products  were 
mainly  responsible  for  the  higher  index  for  crops. 

Table   5. — General  trend  of  prices  of  individual  products  for  selected  years  and 
by  months,  January  1938  to  April  1939 

[Relative  farm  prices  (August  1909-July  1914=100)] 


Year  and 
month 


1910 

1915 

1920 

1925 . 

1926 

1927 . 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1938: 

Jan_. 

Feb. 

Mar- 
Apr. 

May 

June 

July. 

Aug. 

Sept. 

Oct.. 

Nov. 

Dec. 
1939: 

Jan.. 

Feb. 

Mar. 

Apr. 


Mear  animals 


Dairy 
prod- 
ucts 


Chick- 
ens and 
eggs 


100 


Grains 


Cotton 
and 

cotton- 
seed 


67 


Fruits 


Miscellaneous 


102 
113 
235 
264 
190 
210 
285 
139 
271 
121 
100 

76 
124 
103 
130 
176 

71 


118 
128 
216 
224 
188 
176 
205 
178 
120 
81 
55 
102 
126 
111 
146 
166 
106 

118 
110 
103 
100 
102 
97 
102 
107 
102 
108 
112 
110 

109 
110 
109 
108 
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The  failure  of  farm  real  estate  values  to  rise  as  a  result  of  increases 
in  income  and  purchasing  power  may  be  attributed  in  a  large  measure 
to  the  fact  that  farm  prices  as  well  as  purchasing  power  declined 
materially  during  the  latter  half  of  the  year,  and  reached  levels  that 
were  not  sufficient  to  maintain  incomes  and  purchasing  power  at  the 
1937  figure  (tables  5  and  6).  A  comparison  of  March  1938  prices 
with  those  prevailing  a  year  earlier  indicates  that  the  prices  of  fruits, 
grains,  and  cotton  and  cottonseed  were  lower  by  40  percent  or  more. 
The  prices  of  truck  crops  fell  about  20  percent,  while  the  declines  for 
dairy  products,  meat  animals,  and  chickens  and  eggs  were  less  than  10 
percent. 

Table  6. — Index  numbers  of  prices  paid  by  farmers,  by  years,  1910-38,  and  stated 

months,  1938-39 

[1909-13  =  100  percent] 


I 


Commodities  used  in  production 

a 
|i 

^  d 

•^a 

a 

i 

0 

li 

a  ^-2 
=^a 

i 

-d 

0 

."2 
a 

s 

Year  and  month 

>> 

1 

1  ' 

1 

a 

si 

A 

So 

1 

3 
c 

„ 

t.i 
11 

11 

Is  2 

P 

0 
X 

% 

1910 

93 
107 

91 
107 
102 
100 
130 
184 
193 
211 
137 

97 
123 
134 
142 
141 
137 
138 
148 
145 
132 

93 

69 

79 
110 
111 
115 
126 

91 

99 
93 
87 
86 

89 

102 
101 
102 

98 
96 
100 
107 
126 
155 
161 
167 
156 
142 
146 
152 
153 
154 
154 
154 
153 
152 
150 
141 
137 
144 
148 
149 
154 
160 

158 
160 
160 
160 

158 

99 
99 
100 
102 
100 
112 
120 
137 
170 
182 
186 
156 
129 
126 
120 
129 
126 
121 
131 
130 
126 
115 
99 
96 
104 
102 
96 
102 
100 

100 
100 
99 
99 

100 

100 
102 
103 
101 
93 
102 
117 
137 
161 
189 
205 
156 
159 
161 
161 
164 
162 
160 
158 
159 
155 
139 
126 
129 
146 
145 
146 
156 
148 

149 

147 
147 
148 

148 

101 
100 
100 
100 
99 
106 
129 
166 
181 
180 
189 
152 
140 
136 
133 
140 
144 
141 
138 
136 
131 
116 
107 
103 
109 
108 
110 
114 
114 

114 
115 
114 
113 

113 

"103' 

97 
99 
120 
142 
149 
190 
280 
152 
134 
130 
142 
151 
172 
214 
197 
179 
185 
174 
152 
102 
95 
140 
154 
142 
192 
158 

183 
183 
133 
133 

131 

98 
103 

98 
102 

99 
104 
124 
151 
174 
192 
174 
141 
139 
141 
143 
147 
146 
145 
148 
147 
140 
122 
107 
108 
125 
126 
126 
135 
124 

128 
126 
122 
122 

122 

98 
100 
101 
100 
102 
107 
124 
147 
177 
210 
222 
161 
156 
160 
159 
164 
162 
159 
160 
158 
148 
126 
108 
109 
122 
124 
122 
128 
122 

123 
122 
121 
120 

119 

98 
101 
100 
101 
100 
105 
124 
149 
176 
202 
201 
152 
149 
152 
152 
157 
155 
153 
155 
153 
-  145 
124 
107 
109 
123 
125 
124 
130 
122 

125 
124 
121 
120 

M20 

97 
97 
101 
104 
101 
102 
112 
140 
176 
206 
242 
155 
151 
169 
173 
176 
179 
179 
179 
180 
167 
130 
96 
85 
95 
103 
111 
126 
124 

121 
129 
126 
117 

121 

91 

1911      

99 

1912 

103 

1913    .   

117 

1914 

118 

1915     

128 

1916 

136 

1917 

151 

1918 

160 

1919 - 

200 

1920              .  

244 

1921 

259 

1922           

261 

1923 

266 

1924. 

265 

1925 

270 

1926 

271 

1927 

277 

1928 - 

279 

1929 

281 

1930 

277 

1931 - 

253 

1932 

219 

1933 

187 

1934 

178 

1935 

180 

1936 

182 

1937 

187 

1938 

1938: 

March  .   . . 

June 

September  _  . 

December 

1939: 

March   .       

11912-14  =  100. 

2  Includes  food,  clothing,  household  operating  expenses,  furniture  and  furnishings,  and  building  materials 
for  house. 
3 1909-13  levies =100;  principally  payable  August  1909  through  September  1914.     The  index  for  1909  is  90. 
^  Preliminary. 

Compiled  from  prices  reported  to  the  Department  of  Agriculture  by  retail  dealers  throughout  the  United 
States.  The  index  numbers  include  only  commodities  bought  by  farmers,  the  commodities  being  weighted 
according  to  purchases  reported  by  actual  farmers  in  farm-management  and  rural-life  studies  from  1920  to 
1925.  Figures  for  other  months  used  in  table  are  straight  interpolations  between  the  above  quarterly  re- 
porting dates. 
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Graphic  comparisons  of  the  movements  of  prices  received  and  paid 
by  farmers,  wholesale  prices,  farm  wages,  farm  taxes,  and  farm  real 
estate  values  are  presented  in  figures  3  and  4. 

On  the  whole,  the  movement  of  prices  paid  by  farmers  for  com- 
modities used  in  production  have  worked  in  the  direction  of  partly 
offsetting  the  effects  of  the  income  changes.  Thus,  the  decline  in 
prices  paid  in  1938  tended  to  mitigate  the  influence  of  the  farm  income 
and  price  decreases  while  the  sharp  rise  in  prices  paid  in  1937  counter- 
acted to  some  extent  the  effects  of  the  income  increases. 

REGIONAL  CHANGES  IN  FARM  REAL  ESTATE  VALUES  ASSOCIATED 
WITH  CHANGES  IN  INCOME 

Changes  in  the  value  of  farm  real  estate  during  the  period  from  1924 
to  1939  have  been  rather  closely  associated  with  differences  in  farm 
income.  This  has  been  the  case  for  the  country  as  a  whole,  as  well  as 
for  the  principal  agricultural  regions  and  for  the  individual  States. 
But  the  changes  in  the  tv»^o  series  have  not  always  been  of  the  same 
order  or  of  the  same  magnitude.  As  farm  real  estate  values  reflect 
prospective  farm  incomes  for  a  number  of  years  in  the  future,  a  sub- 
stantial increase  in  farm  income  in  any  year  or  for  a  limited  number 
of  years  will  not  necessarily  result  lq  proportionate  changes  in  land 
values.  On  the  other  hand,  material  reductions  in  income,  if  for  a 
relatively  short  period,  will  not  ordinarily  result  in  the  evaluation  of 
future  incomes  at  that  level.  In  the  case  of  a  continued  change  in 
income  over  a  period  of  years,  either  upward  or  downward,  it  would 
seem  very  probable  that  farm  real  estate  values  would  eventually 
reflect  the  cumulative  effect  of  the  income  changes.  Certain  economic 
circumstances,  however,  such  as  those  resulting  in  a  great  increase  in 
the  supply  of  farms  for  sale,  may  for  a  number  of  years  reduce  farm 
values  below  those  that  otherwise  would  have  prevailed  on  the  basis 
of  income.  Although  other  considerations  may  mfluence  the  judg- 
ment of  those  concerned  in  the  sale  and  purchase  of  farm  land,  current 
income  provides  the  most  recent  information  upon  which  judgments 
concerning  future  incomes  can  be  based,  and  hence  looms  large  in 
importance. 

As  one  means  of  observing  the  extent  to  which  changes  in  the  value 
of  farm  real  estate  have  been  associated  with  changes  in  farm  income, 
it  is  instructive  to  note  the  relationships  that  have  existed  in  the 
various  geographic  areas  during  recent  years. 

Changes  in  farm-land  values  are  probably  more  closely  associated 
wdth  changes  in  net  than  gross  income,  although  over  a  period  of  years 
expenditures  tend  to  be  adjusted  to  the  prevailing  income  levels. 
Even  though  gross  income  does  not  constitute  a  precise  measure  of 
the  returns  attributable  to  land,  it  exerts  a  compelling  influence  on  the 
judgment  of  buyers  and  sellers  in  determing  the  offering  and  asking 
prices  for  farm  land. 

The  diagrams  in  figure  5  summarize  the  relationship  between  the 
income  and  farm  real  estate  value  series  for  five  agricultural  regions 
and  for  the  United  States  as  a  whole.  In  preparing  this  illustration, 
the  various  areas  have  been  represented  only  by  those  States  the 
major  part  of  which  lies  ^\ithin  the  given  region.  The  Com  Belt  is 
represented  by  Indiana,  Illmois,  Iowa,  and  Nebraska;  and  the  wheat 
region    by    North    Dakota,    Kansas,    and    Montana.     Minnesota, 
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Wisconsin,  Michigan,  New  York,  and  Pennsylvania  have  been  selected 
as  representative  of  the  hay  and  dairy  region;  and  Wyoming,  New 
Mexico,  Utah,  and  Nevada,  of  the  grazing  region.  The  States  chosen 
to  represent  the  Cotton  Belt  are  South  Carolina,  Georgia,  Alabama, 
Mississippi,  Oklahoma,  Texas,  Louisiana,  and  Arkansas.  This 
selection  of  States  gives  areas  that  are  substantially  more  uniform 
than  the  customary  geographic  divisions. 

The  Bureau's  data  on  farm  real  estate  values  are  collected  as  of 
March  1.  For  this  reason  values  as  of  a  given  year,  1939  for  example, 
have  been  plotted  as  of  the  preceding  year.  The  farm  real  estate 
values  have  been  reduced  to  index  form,  values  in  the  period  1925-29 
being  used  as  100. 

The  index-of-incbme  series  is  presented  in  the-  chart  (fig.  5)  with  a 
base  period  1924-28  =  100,  and  is  based,  for  the  years  1924-29,  on 
estimates  of  gross  income  from  farm  production  by  States.  As  esti- 
mates of  receipts  from  the  marketing  of  principal  farm  products  are 
available  somewhat  more  currently  than  the  estimates  of  gross  income, 
the  latter  series  has  been  used  in  preparing  the  index  of  income  since 
1929. 

The  cash-income  and  gross-income  series,  although  closely  related, 
differ  in  certain  respects,  the  list  of  commodities  included  in  the 
estimates  of  gross  income  being  slightly  more  comprehensive  than  the 
list  from  which  the  receipts  from  monthly  marketings  are  estimated. 
Moreover,  the  gross-income  estimates  are  derived  by  evaluating  the 
production  of  livestock  and  livestock  products  at  prices  for  the  calendar 
year,  and  production  of  crops  at  average  prices  for  the  crop  year 
during  which  the  crops  are  marketed.  The  series  on  receipts  from 
marketing,  as  its  name  implies,  records  the  estimated  current  receipts 
from  marketing  for  the  principal  crops,  livestock,  and  livestock 
products.  The  relation  between  the  two  series  is  very  close  for  each 
region,  and  it  appears  from  comparison  that  the  use  of  the  data  on 
receipts  from  marketings  leads  to  substantially  the  same  inferences  as 
would  the  use  of  the  series  on  gross  income  throughout. 

The  two  lines  presented  in  the  diagrams  (fig.  5)  indicate  the  way 
in  which  differences  in  farm  income  have  been  associated  with  differ- 
ences in  values  during  the  period  in  the  several  regions.  It  will  be 
noted  that  in  each  region  the  relation  between  income  and  the  value 
of  farm  real  estate  is  closer  for  the  first  third  of  the  period  than  for 
the  last  two-thirds,  and  that  the  relations  and  trends  are  comparable 
as  between  the  different  regions. 

There  are,  however,  certain  differences  between  regions.  Values 
declined  appreciably  in  the  Corn  Belt  and  in  the  hay  and  dairy  region 
from  1924-29,  while  the  index  of  income  remained  relatively  level, 
indicating  that  complete  adjustment  of  farm  real  estate  values  to  the 
new  level  of  incomes  following  the  1920-21  break  had  not  been  fully 
realized.  Although  the  decline  in  income  was  greater  than  the  decline 
in  values  from  1929  to  1932  in  all  the  regions,  the  difference  was  less 
in  certain  areas  than  in  others.  For  example,  in  the  wheat  region  the 
decline  in  values  was  roughly  one-half  as  great  as  the  decline  in  income, 
whereas  in  the  Corn  Belt  values  dropped  more  nearly  in  proportion  to 
income.  Values  and  income  in  all  areas  reached  low  points  in  1932. 
The  upturn  in  values  after  1932  was  proportionately  less  in  all  regions 
than  the  increase  in  incomes,  indicating  a  tendency  for  farm  real 


16  CIRCULAR    5  4  8,    U.    S.    DEPARTMENT    OF    AGRICULTURE 


PERCENT 


100     -> 


80 


60 


40 


120 


too 


80 


60 


40 


120 


80 


60 


40 


20 


x^ 

^ 

•• 

^ 

1                     1 

CORN   BELT 
'A    1 

"^ 

COTTON    BELT 

1            1            i            1           1 

\ 

V-, 

1  \ 

k 

1 

I 

m^ 

\    \ 
\     \ 
\     \ 
\       \ 

'',^ 

i 

'1 — ' 

— 

i 

i . 

i 

1 

1 

r 

1    . 

~ 

VvHEAT  REGION 

i              i                           : 

1         1                  1 
GRAZING  REGION 

1  1 
1 

■v: 

/^ 

\  ^    ! 

j 

i         ! 

1 
1 

w 

1 

1 
1 

i 
i 

i 

V      *   i 

•  * 

1 

1 
1 

1 

1 



t/- 

i 
H 

-J 
AY 

A 

1       1    1    1 

ND  DAIRY  RE 

1           1 

iGlO 

1 

N 

1 

1 

1            1 

1 
UNITE 

1 

1       i       ; 
i       1 

D   STATES 

i 

L                1 

__Lx\  !      I 

>N^ 

_-U 

1 

7^ 

! 

•■-• 

a  K 

■■••\ 

i 

A 

-|^ 

\ 
\ 

— 

ii 

i 

J- 

... 

1 

\  \ 
\  \ 
\    \ 

w»*' 

/ 

1 

1 
1 
1 

1 

1 

Y 

1 

1 

1 

!     i      ! 

1 

1 

i      1 

i   1 

1 

1 

1924    '26       28      '30      '32      '34      '36        1924    '26      '28      '30     "32      '34      "36      '38 

.^^__  Farm  income 

(  1924-28=100  ) 

(nnnTTTTTn  Government  payments 


,.  oi .  Value  of  farm  real  estate  * 

(1925-29=100 ) 
*LAQGED  ONE  YEAR 


FIGURE    5.  — INDEX    OF    VALUE    PER    ACRE    OF    FARM     REAL    ESTATE   AND    INDEX    OF 
INCOME    FROM    FARM    PRODUCTION,    BY    REGIONS.    1924-39. 

In  each  region  as  well  as  the  United  States  as  a  whole,  farm  real  estate  values 
declined  less  rapidh'  than  income  and  since  the  depression  low  have  risen  less 
rapidly.  For  the  United  States  as  a  whole,  both  farm  income  and  farm  real 
estate  values  were  at  about  three-fourths  of  their  1929  levels  at  the  end 
of  1938. 
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estate  values  to  lag  behind  changes  ui  income;  but  here  again  the 
relationship  varied  with  the  different  areas  (table  7). 

Table  7. — Index  of  value  per  acre  of  farm  real  estate  and  index  of  income  from  farm 

production,  by  regions,  1924-39  ^ 

[Index  of  value  per  acre  of  farm  real  estate:  1925-29=100.    Index  of  income:  1924-28=100] 


Region 


1924  1925  1926  1927  1928  1929  1930  1931  1932  1933  1934  1935  1936  1937 


1939 


Corn  Belt,  index  of— 

Income 

Value  of  farm  real  estate. -. 

Wheat  region,  index  of— 

Income 

Value  of  farm  real  estate,  _. 

Hay  and  dairy  region,  index 
of— 

Income 

Value  of  farm  real  estate... 

Cotton  Belt,  index  of— 

Income 

Value  of  farm  real  estate... 

Grazing  region,  index  of— 

Income 

Value  of  farm  real  estate.. _ 

United  States,  index  of— 

Income 

Value  of  farm  real  estate... 


Pet. 

97 
113 


104 


Pd. 

103 
109 

95 
103 


Pd. 
102 
105 

95 
101 


103 


103 


Pd. 

98 
97 

101 
99 

100 
99 

100 


Pd. 
100 
95 

104 
99 


100 


Pd. 
103 
94 


104 


97 


102 


Pd 

87 
91 


Pd. 


Pd: 

40 
67 


Pd. 
46 
52 


Pd. 

58 
56 


Pd. 

67 
59 


66 


Pd. 

78 
62 


Pd. 

77 
64 

58 


Pd. 

72 
65 


70 


Pd. 
""64 

'67 

'71 

73 

"70 


1  The  index  of  income  from  1924  to  1929  is  based  on  Bureau  estimates  of  gross  income  from  farm  production, 
and  from  1929  to  date  upon  Bureau  estimates  of  receipts  from  monthly  marketings,  owing  to  the  more 
current  availability  of  the  latter  series.  The  index  of  value  per  acre  of  farm  real  estate  applies  to  Mar.  1 
of  each  year;  hence  1925-29  is  used  as  100  percent  as  being  most  nearly  comparable  to  the  base  period  1924-28, 
which  is  taken  as  100  percent  for  the  data  relating  to  income. 

Exact  correspondence  in  any  area  between  the  two  series  is  not  to 
be  expected,  nor  do  logical  considerations  warrant  such  a  close  re- 
lationship. Although  the  changes  in  income  in  recent  years  have  been 
so  drastic  as  to  overshadow  other  considerations  somewhat,  the  avail- 
ability of  credit  to  rates  of  interest,  the  supply  of  farms  for  sale  in 
relation  to  the  demand,  changes  in  the  technique  of  production  par- 
ticularly over  a  longer  period  of  time,  and  changes  in  taxation  rates 
have  all  been  factors  affecting  farm  real  estate  values. 

It  appears  from  figure  5  and  table  7  that  for  the  United  States  as  a 
whole  the  relative  value  and  income  levels  are  closer  than  at  any  time 
since  1935.  For  the  United  States  the  level  of  income  is  approxi- 
mately 74  percent  of  the  1924-28  and  the  level  of  value  is  70  percent 
of  the  predepression  base. 

The  index  of  income  dropped  sharply  in  each  region  in  1938,  while 
the  declines  in  values  were  slight.  As  a  result,  current  income  levels 
are  now  significantly  higher  than  values  in  only  the  Corn  Belt  and  in 
the  hay  and  dairy  region.  Although  the  index  of  income  for  the 
United  States  declined  about  11  percent  in  1938,  the  rounded  index 
of  values  was  unchanged. 

RATIO  OF  CASH  RENT  TO  VALUE  OF  FARM  REAL  ESTATE 

The  relation  of  cash  rent  to  the  value  of  farm  real  estate  offers  a 
second  approach  to  a  study  of  the  general  relationship  between  farm 
real  estate  values  and  income.  Since  cash  rents  provide  a  more 
precise  measure  of  the  returns  that  may  be  attributed  to  the  land,  this 
approach  has  some  advantages,  even  though  it  may  be  of  more  limited 
application  because  of  the  small  proportion  of  farm  land  that  is  rented 
for  cash. 
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Since  1921,  crop  reporters  of  the  United  States  Department  of  Agri- 
culture have  reported  the  cash  rents  prevailing  in  their  communities, 
together  with  the  average  value  of  land  so  rented.  The  data  in  tables 
8  and  9  for  the  years  since  1921  have  been  prepared  upon  the  basis  of 
such  reports.  From  the  gross  rents  reported,  deductions  have  been 
made  for  taxes,  depreciation,  and  repairs,  to  secure  an  approximation 
to  net  rents.  A  constant  rate  of  capitalization  of  5.5  percent  was  used 
in  table  8,  a  rate  approximating  that  paid  by  farmers  on  mortgage 
indebtedness  during  the  1920-29  decade.  Constant  rates  for  each 
State  were  also  used  in  table  9,  the  rates  selected  varying  with  the 
average  mortgage-interest  rates  prevailing  during  the  last  decade. 
Thus,  year-to-year  changes  in  a  given  State  result  directly  from 
changes  in  rents  and  in  values.  Since  the  variation  between  States 
in  the  proportion  of  value  represented  by  net  returns  may  be  due  in 
part  to  the  failure  of  farm  owners  to  capitalize  at  the  rates  here  used, 
care  should  be  taken  not  to  overemphasize  these  differences. 

Table  8. — Approximate  gross  and  net  cash  rent  per  acre  of  farm  real  estate  in  Iowa 
and  proportion  of  current  value  of  land,  based  on  current  rents,  1900-1939  ^ 


Average 

value 

per  acre 

of  cash - 

rented 

land 

Gross 

cash 

rent 

per 

acre 

Taxes 
plus  esti- 
mated 
deprecia- 
tion and 
repairs 
per  acre 

Approxi- 
mate net 
rent  per 
acre 

Ratio  of  rent  to 
value 

Net  rent 
capital- 
ized at 

5K>  per- 
cent 

Propor- 
tion of 
value 
repre- 
sented 

by 
capital- 
ized net 
rent 

Year 

Gross 
rent 

Net  rent 

1900 

Dollars 

44 

50 

58 

66 

72 

73 

73 

80 

85 

91 

99 

104 

110 

120 

125 

135 

153 

160 

175 

191 

255 

236 

188 

170 

164 

154 

153 

149 

142 

140 

130 

114 

93 

70 

78 

81 

88 

87 

89 

86 

Dollars 
3.88 
3.89 
3.90 
3.99 
4.15 
4.25 
4.33 
4.45 
4.61 
4.84 
5.05 
5.18 
5.39 
5.49 
5.90 
6.31 
6.76 
7.13 
7.68 
8.47 
9.65 
8.08 
7.42 
7.39 
7.38 
7.39 
7.55 
7.69 
7.75 
7.79 
7.77 
7.43 
6.08 
4.46 
4.99 
5.21 
5.70 
5.71 
5.88 
5.85 

Dollars 

0.42 

.46 

.51 

.60 

.62 

.62 

.60 

.65 

.67 

.71 

.75 

.82 

.86 

1.04 

1.06 

1.13 

1.23 

1.35 

1.42 

1.64 

2.03 

2.14 

2.18 

2.12 

2.15 

2.07 

2.10 

2.15 

2.15 

2.22 

2.20 

1.97 

1.71 

1.42 

1.42 

1.54 

1.62 

1.63 

2  1.67 

2  1.66 

Dollars 
3.46 
3.43 
3.39 
3.39 
3.53 
3.63 
3.73 
3.80 
3.94 
4.13 
4.30 
4.36 
4.53 
4.45 
4.84 
5.18 
5.53 
5.78 
6.26 
6.83 
7.62 
5.94 
5.24 
5.27 
5.23 
5.32 
5.45 
5.54 
5.60 
5.57 
5.57 
5.46 
4.37 
3.04 
3.57 
3.67 
4.08 
4.08 
4.21 
4.19 

Percent 
8.8 
7.8 
6.7 
6.0 
5.8 
5.8 
5.9 
5.6 
5.4 
5.3 
5.1 
5.0 
4.9 
4.6 
4.7 
4.7 
4.4 
4.5 
4.4 
4.4 
3.8 
3.4 
3.9 
4.3 
4.5 
4.8 
4.9 
5.2 
5.5 
5.6 
6.0 
6.5 
6.5 
6.4 
6.4 
6.4 
6.5 
6.6 
6.6 
6.8 

Percent 
7.9 
6.9 
5.8 
5. 1 
4.9 
5.0 
5.1 
4.8 
4.6 
4.5 
4.3 
4.2 
4.1 
3.7 
3.9 
3.8 
3.6 
3.8 
3.6 
3.6 
3.0 
2.5 
2.8 
3.1 
3.2 
3.5 
3.6 
3.7 
3.9 
4.0 
4.3 
4.8 
4.7 
4.3 
4.6 
4.5 
4.6 
4.7 
4.7 
4.9 

Dollars 
'63 
62 
62 
62 
64 
66 
68 
69 
72 
75 
78 
79 
82 
81 
88 
94 
101 
105 
114 
124 
139 
108 
95 
96 
95 
97 
99 
101 
102 
101 
101 
99 
79 
55 
65 
67 
74 
74 
77 
76 

Percent 
143 

1901              

124 

1902 

107 

1903           

94 

1904 

89 

1905 

90 

1906       -       

93 

1907 

86 

1908       

85 

1909                      

82 

1910 

79 

1911     

76 

1912                        --   -- 

75 

1913   

68 

1914 

70 

1915 

70 

1916           

66 

1917                  

66 

1918  

65 

1919              

65 

1920 

55 

1921       

46 

1922               ----- 

51 

1923                      -     -  -  - 

56 

1924  .   

58 

1925              

63 

1926 

65 

1927           

68 

1928 

72 

1929   

72 

1930       

78 

1931 

87 

1932 

85 

1933   -   

79 

1934                  

83 

1935 

83 

1936 

84 

1937       

85 

1938 

87 

1939 

88 

1  Revised  1900-1921. 

2  Taxes  per  acre  are  estimated  for  1938  and  1939- 
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Table  9 - 

-App 

roxijnate  cross  and  net  cash  rent 

per  acre  of  farm 

real  estate 

in  selected 

States  and  proportion  of  current  value  of  land, 

based  on  current  rents,  1900-^1939 

Net  rent  capitalized  at  approximate 

Proportion  of  value  represented  by 

mortgage-interest  rates  i 

capitalized  net  rent 
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xi  -2 
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•°"i 

ea 

M 

M 

tw  -2 

c3 

•^ 

M 

-2 

d 

ca 

03 

OW 

a 
a 

1 

i 

ft 

1 

Q 
o 

CO 

i 

^2 

I*" 

Pi 

s 

s 

0 
Si 

o 

1 

M 

DoL 

noi. 

-Dol. 

Dol. 

Dol. 

Dol. 

Dol. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

Pci. 

1921 

80 

92 

23 

58 

76 

54 

97 

61 

86 

58 

64 

71 

71 

66 

1922 

59 
51 

64 
62 

18 
18 

36 
31 

54 
51 

42 
39 

64 
62 

53 
49 

74 
78 

58 
62 

52 

55 

60 
60 

67 
65 

54 

1923 

57 

1924     

52 
50 

60 

58 

17 
15 

29 
29 

49 
49 

37 
38 

61 
61 

51 

52 

78 
82 

63 
63 

54 
57 

60 
63 

64 
67 

58 

1925 

62 

1926 

50 

57 

16 

28 

50 

37 

62 

52 

81 

67 

57 

64 

65 

63 

1927 

52 

55 

15 

27 

49 

37 

62 

55 

81 

63 

59 

64 

65 

65 

1928 

52 
52 

^, 

16 
16 

30 
30 

52 
53 

37 
39 

63 
63 

59 
61 

83 

86 

67 
70 

68 
70 

68 
71 

65 
68 

68 

1929 

69 

1930 

51 
49 
45 

52 
4G 
39 

15 
13 
11 

30 
30 
23 

54 
54 
44 

38 
34 

27 

63 
61 
50 

64 
70 
76 

88 
87 
89 

68 
68 
69 

71 
81 
79 

73 
76 

77 

70 
71 
73 

74 

1931       

80 

1932 

81 

1933 

34 

29 

9 

19 

31 

22 

36 

69 

91 

60 

79 

72 

67 

75 

1934 

38 
39 
42 
44 
44 

32 
32 
36 
36 

38 

11 
10 
10 
10 

8 

18 
18 
19 
17 
18 

33 
32 
36 
32 
33 

25 
24 
26 
26 
27 

41 
41 
46 
45 
46 

76 
75 
76 
79 
79 

91 

89 
95 
93 
96 

65 
62 
65 
63 

55 

75 
76 
80 
77 
83 

73 
73 

77 
72 
78 

74 
72 
74 
69 
73 

79 

1935 

78 

1936         

80 

1937 

80 

1938  3 

82 

19393 

44 

35 

8 

16 

32 

25 

45 

82 

97 

58 

86 

85 

74 

84 

1  Approximate  mortgage-interest  rates  used:  Minnesota,  5%;  Missouri,  6;  North  Dakota,  6J.^;  South 
Dakota,  6;  Nebraska,  5%;  Kansas,  6  percent. 

2  Weighted  average;  includes  Iowa. 

3  In  obtaining  approximate  net  rents,  taxes  per  acre  are  estimated  for  1938  and  1939. 

Because  of  this  circumstance,  the  trends  in  the  proportion  of  value 
represented  by  capitahzed  net  returns  for  individual  States  and  the 
variation  in  trends  for  different  States  are  probably  the  more  signifi- 
cant features  of  the  tabulations  presented. 

Data  for  Iowa  for  the  period  1900-1939  are  given  in  table  8.  It 
will  be  noted  that  there  was  a  very  definite  downward  trend  in  rent 
ratios  as  well  as  in  the  proportion  of  value  represented  by  capitalized 
returns  during  the  1900-1921  period.  Up  to  1920  this  trend  was  due 
to  the  more  rapid  increase  in  land  values,  while  in  1921  land  values 
declined  less  than  did  rents.  During  the  decade  following  1921,  rents 
were  relatively  stable  while  values  continued  to  decline,  resulting  in  a 
gradual  rise  in  the  ratio  of  both  gross  and  net  rent  to  value.  Since 
1931,  the  gross  rent  ratios  have  approximated  the  levels  prevailing 
during  the  early  years  of  the  century.  Because  of  greater  deductions 
for  taxes  and  repairs,  net  rent  ratios  and  the  proportion  of  value  repre- 
sented by  capitalized  returns  have  been  somewhat  lower  relatively 
and  have  approximated  the  levels  of  the  last  half  of  the  first  decade  of 
the  century. 

Since  1921,  Minnesota  and  South  Dakota  have  experienced  about 
the  same  upward  trend  as  Iowa  in  the  proportion  of  value  represented 
by  capitalized  net  rent.  The  trend  has  also  been  upward  in  Missouri, 
Kansas,  and  Nebraska,  but  to  a  lesser  extent,  while  for  North  Dakota 
the  increase  has  been  very  slight. 

As  a  result  of  sharper  declines  in  values  than  in  rents  in  1939,  the 
proportion  of  values  represented  by  capitalized  net  rent  increased  in 
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each  State.  For  the  West  North  Central  States  as  a  group,  reported 
values  of  cash-rented  land  decreased  about  5  percent,  while  estimated 
net  rents  decreased  about  2  percent. 

RENTS  AND  VALUES  SINCE   1900    COMPARED 

A  survey  of  farm  real  estate  value  movements  since  1900  indicates 
the  drastic  nature  of  the  changes  that  have  occurred.  For  the 
countrv  as  a  whole,  average  per-acre  values  more  than  doubled  from 
1900  to  1910,  and  by  1920  were  three  and  one-half  times  those  of  1900. 
Values  decHned  following  1920,  and  by  1933  they  were  lower  than  in 
1910.  Values  during  recent  years  have  again  been  moving  upward 
in  many  of  the  principal  agricultural  regions,  and  prospective  buyers 
and  sellers  as  well  as  those  lending  money,  ^\'ith  farm  land  as  security 
for  loans,  are  properly  disposed  to  inquire  carefully  concerning  the 
valuations  they  are  justified  in  placing  on  farm  real  estate.  The 
widespread  distress  accompanying  decreasing  land  values  after  1920, 
attributable  in  a  large  measure  to  farm-land  purchases  and  borrovvings 
based  on  expected  earnings  that  failed  to  materialize,  is  sufficiently 
fresh  in  the  minds  of  those  interested  in  farm  realty  to  furnish  the 
incentive  for  a  careful  evaluation  of  prevailing  conditions  and 
relationships. 

Although  current  interest  centers  largely  in  the  immediate  situation 
and  in  future  trends,  the  extent  of  dependence  on  past  experience  in 
evaluating  the  present  as  well  as  prospective  developments  renders 
valuable  a  re^dew  of  the  changes  that  have  occurred  since  the  beginning 
of  the  century  in  the  relationship  of  certain  of  the  m^ore  significant 
factors  to  farm  real  estate  values. 

Based  on  data  from,  table  8,  the  relation  that  has  existed  between 
land  values,  current  net  rents,  and  the  values  of  discounted  future  net 
rents  in  Iowa  is  presented  graphically  in  figure  6  in  index  form,  with 
1910-14  as  a  base.  The  ''present  worth"  of  future  returns  represents 
the  sum  of  the  discounted  annual  rents  that  prevailed  from  a  given 
year  up  to  1939,  with  assumptions  as  to  different  rent  levels  beyond 
that  date.  The  two  levels  of  future  rents  have  been  more  or  less 
arbitrarily  selected,  although  they  are  representative  of  levels  that 
are  believed  to  be  illustrative  of  reasonably  expected  average  future 
ranges.  The  lower  level  of  $4  represents  approximately  the  average 
net  returns  during  the  period  from  1931-39,  and  the  higher  level  of 
$5.25  is  representative  of  the  average  from  1914-39. 

Perhaps  the  most  significant  feature  of  figure  6  is  the  striking  con- 
trast between  the  trends  in  current  estimated  values  and  cash  rents 
as  compared  with  the  discounted  present  worth  of  future  net  returns. 
The  increase  in  estimated  values  in  Iowa  was  somewhat  less  than  500 
percent  from  1900  to  1920,  that  for  net  cash  rents  was  about  120 
percent,  while  the  greatest  increase  during  the  period  in  either  of  the 
calculated  series  based  on  discounting  future  rents  was  less  than  16 
percent.  Estimated  current  values  dropped  73  percent  from  1920  to 
1933,  current  net  rents  declined  60  percent,  while  the  greatest  decrease 
in  either  of  the  present  worth  series  was  but  25  percent. 

The  extent  to  which  past  net-rent  increases  were  projected  into  the 
future  are  reflected  in  the  increases  in  farm  real  estate  value  up  to  1920, 
although  it  does  not  appear  that  values  anticipated  a  continued  down- 
ward trend  in  income  after  current  rents  began  to  decline.     The  diver- 
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gence  of  current  net  rents  from  the  present-worth  series  indicates  the 
Hmitations  of  the  former  as  an  index  of  the  future,  and  the  tendency  to 
exaggerate  the  importance  of  year-to-year  changes  in  income  through 
weighting  such  changes  too  heavily.  Thus,  current  values  exceeded 
considerably  those  that  could  be  justified  even  on  the  basis  of  capitaliz- 
ing current  earnings,  which  in  turn  were  not  maintained. 

Recognizing  that  hindsight  is  better  than  foresight,  a  review  of 
past  relationships  seems  to  indicate  that  if  protection  is  to  be  obtained 
against  reflecting  in  values  those  temporary  fluctuations  that  have  not 
stood  the  test  of  time,  greater  emphasis  needs  to  be  given  to  the  trends 
in  the  various  factors  affecting  land  values.  Furthermore,  the  rela- 
tionships between  these  trends  may  be  even  more  significant  than  the 
individual  factors  standing  alone. 
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Figure  6. — Index  of  Value  per  Acre  of  Farm  Real  Estate,  Index  of  annual 
Net  Rents  and  Index  of  "Present  Worth"  of  annual  Net  Rents  Under 
Specified  Conditions,  Iowa,   1900-1939. 

The  average  value  per  acre  of  farm  real  estate  in  Iowa  has  fluctuated  far  more 
widely  than  would  appear  justified  on  the  basis  of  either  capitalized  current  net 
income  or  the  discounted  value  of  future  net  incomes.  There  has  been  a  tendency 
in  the  past  to  overestimate  favorable  price  trends  as  well  as  to  overemphasize 
current  income  levels. 

During  the  past  9  years,  the  ratio  of  rent  (both  gross  and  net)  to 
value  has  been  higher  than  at  any  time  since  early  in  the  century.  It 
would  appear  that  values  during  the  last  few  years  have  been  more 
nearly  in  line  with  the  earning  capacity  of  the  land  than  was  the  case 
for  many  of  the  preceding  years,  and  that  as  yet  values  do  not  appear 
to  be  anticipating  rising  rent  trends. 


AGRICULTURAL-CREDIT   SITUATION   CONTINUES  FAVORABLE  3 

The  principal  credit  factors  tending  to  exert  a  favorable  eft'ect  on 
the  farm  real  estate  market  in  1936,  1937,  and  1938  have  been  the 
ample  supply  of  credit  at  low  rates  and  a  tendency  of  lenders  to  reduce 
minimum  equity  requirements  for  borrowers  on  mortgage  security. 
The  present  agricultural  credit  conditions  are  in  sharp  contrast  with 
those  prevailing  in  the  years  immediately  following  1929  when  un- 

3  Prepared  by  Donald  C.  Horton,  agricultural  economist,  and  E.  J.  Engquist,  Jr.,  associate  agricultural 
economist. 
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favorable  credit  conditions  had  an  adverse  effect  upon  farm  real  estate 
values. 

The  Federal  land  banks  have  continued  to  offer  farm-mortgage  credit 
at  4  percent,  and  the  land  bank  commissioner  at  5  percent.  In 
addition,  the  temporary  rate  of  3)2  percent  has  been  continued,  affect- 
ing the  land  bank  installments  maturing  until  July  1,  1940,  regardless 
of  contract  rate,  and  the  interest  rate  on  commissioner  loans  has  been 
temporarily  reduced  to  4  percent  for  all  interest  payments  on  install- 
ment dates  occurring  from  July  22,  1937  to  July  1,  1940. 

Individual  farmers  have  benefited  from  these  lower  interest  rates 
principally  in  three  ways:  (1)  Those  who  refimded  their  debts  into 
Federal  land  bank  and  land  bank  commissioner  loans  usually  con- 
tracted for  a  lower  rate  of  interest  than  that  formerly  paid.  (2)  Farm- 
ers who  were  already  borrowing  from  these  federally  sponsored  agencies 
were  benefited  by  the  temporary  reduction  of  rates.  (3)  Farmers 
borrowing  from  private  lenders  were  able  to  obtain  loans  at  substan- 
tially reduced  interest  rates,  especially  in  the  high-rate  territories 
where  the  competitive  effect  of  the  low  rates  of  the  federally  sponsored 
agencies  was  most  noticeable. 

The  reduction  of  interest  charges  has  tended  to  improve  the  financial 
position  of  many  indebted  farmers,  which  in  turn  has  had  indirect 
effects  on  the  level  of  farm  real  estate  values  and  the  volume  of  farm 
transfers.  To  the  extent  that  the  reduction  of  interest  charges  pre- 
vented additional  distress  transfers  of  farm  real  estate,  the  number 
of  farms  acquired  by  former  mortgagees  has  been  less.  Thus,  the 
farm,  real  estate  market  has  been  relieved  of  an  additional  supply  of 
farms  for  sale.  Then,  too,  it  is  probable  that  the  improved  financial 
position  of  indebted  farmers  has  caused  fewer  of  them  to  offer  their 
farms  for  sale,  or  has  encouraged  them  to  ask  higher  prices.  On 
the  demand  side,  the  lower  interest  costs  of  farm  o^^mership  have 
provided  an  additional  incentive  for  prospective  farm  purchasers  to 
buy  farms  and  to  oft'er  higher  prices. 

Less  stringent  requirements  with  respect  to  the  minimum  equity 
required  of  the  owner  as  a  safety  factor  for  farm-mortgage  loans 
have  resulted  in  part  from  the  desire  of  institutional  and  private 
lenders  to  dispose  of  farm  real  estate  holdings  acquired  in  satisfaction 
of  debts.  To  facilitate  the  sale  of  such  properties,  small  do^\^l  pay- 
ments are  frequently  accepted,  leaving  the  purchasers  heavily  indebted 
in  relation  to  sales  price.  The  sale  of  farms  with,  small  down  pay- 
ments is  encouraged  by  the  legislation  of  1933,  which  authorized  land 
bank  commissioner  loans  for  amounts  up  to  75  percent  of  the  normal 
value  of  the  farm.  Formerly,  funds  available  from  federally  spon- 
sored mortgage-credit  agencies  had  been  limited  to  amounts  up  to 
50  percent  of  the  value  of  the  land,  plus  20  percent  of  the  value  of 
the  buildings.  Purchases  of  farms  with  small  do^vn  payments  are 
encouraged  also  by  the  provisions  of  the  Bankhead-Jones  Farm 
Tenant  Act  of  1937  under  which  the  Farm  Security  Administration 
has  entered  upon  a  program  of  financing  the  purchase  of  farms  by 
tenants.  '  Although  the  number  of  farms  involved  in  the  Farm  Se- 
curity Administration  financing  program  has  not  been  large,  the 
continuation  of  this  program  over  a  period  of  years  would  act  in  the 
direction  of  supporting  farm  real  estate  values,  and  increasing  the 
volume  of  voluntary  transfers. 
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To  the  extent  that  the  amount  of  cash  required  initially  to  purchase 
a  farm  is  reduced,  the  number  of  prospective  purchasers  who  have 
sufficient  cash  to  make  the  down  payment  is  increased,  with  a  corre- 
sponding tendency  to  increase  the  demand  for  farms  and  the  number 
of  voluntary  transfers.  Moreover,  those  who  purchase  farms  under 
terms  requiring  only  small  down  payments  will  have  larger  credit 
needs,  to  finance  the  remainder  of  the  purchase  price. 

Demand  for  farm-mortgage  credit  has  been  substantially  less 
during  1936,  1937,  and  1938  than  it  was  during  the  immediately 
preceding  years,  chiefly  because  of  the  reduced  need  for  refinancing 
loans  following  the  extensive  refinancing  accomplished  by  the  Farm 
Credit  Administration  in  1933,  1934,  and  1935.  The  average  monthly 
applications  to  the  Federal  land  banks  and  the  land  bank  commis- 
sioner during  1938  for  loans  amounted  to  less  than  $20,000,000,  or 
only  about  8  percent  of  the  average  monthly  applications  for  the 
last  8  months  of  1933.  The  estimated  volume  of  farm  mortgages 
recorded  by  all  lenders  declined  during  1936,  1937,  and  1938,  amount- 
ing in  1938  to  $723,200,000  as  compared  with  a  total  of  $1,740,100,000 
for  1934.  However,  farm  mortgages  recorded  by  lenders  other  than 
the  federally  sponsored  agencies  increased  in  1936  and  1937.  In 
1938  the  non-Federal  lenders  recorded  a  slightly  smaller  volume  of 
farm  mortgages  than  in  1937,  but  the  total  of  $642,800,000  for  1938 
was  40  percent  larger  than  the  abnormally  low  volume  in  1934. 

As  mortgage  recordings  include  renewals  and  refinancing  of  existing 
mortgage  debts,  to  that  extent  the  totals  do  not  represent  net  addi- 
tions to  mortgage  debt.  Such  data  measure  rather  the  volume  of 
new  mortgage  credit  currently  made  available  to  borrowers. 

The  decline  in  demand  for  farm-mortgage  loans  from  the  federally 
sponsored  agencies  is  indicative  of  improved  credit  conditions,  which 
are  essential  for  sustained  improvement  of  farm  real  estate  values. 
A  further  indication  of  the  improved  agricultural-credit  conditions 
during  1936,  1937,  and  1938,  as  compared  with  the  2  preceding  years, 
is  given  by  the  collection  records  of  the  Federal  land  banks.  The 
Farm  Credit  Administration  reports  a  continued  betterment  in 
collections  of  matured  interest  for  each  ;^ear  since  1934  except  1938. 
As  of  December  31,  1938,  all  matured  installments  had  been  paid 
on  77  percent  of  the  outstanding  Federal  land  bank  loans,  as  com- 
pared with  79  percent  on  December  31,  1937,  and  66  percent  on 
December  31,  1934. 

The  return  of  private  lenders  to  the  farm-mortgage  field  of  invest- 
ment indicates  the.  improved  status  of  farm  real  estate  as  a  basis 
for  mortgage  loans.  Farm  mortgages  recorded  by  life  insurance 
companies  in  1938  are  estimated  at  $137,400,000,  an  amount  three 
times  the 'volume  recorded  in  1934.  Commercial  banks  recorded 
about  $210,000,000  of  farm  mortgages  in  1938  as  compared  with  an 
estimated  total  of  $110,900,000  for  1934. 

Although  the  refinancing  operations  of  the  federally  sponsored 
credit  agencies  have  declined  in  importance  as  a  factor  supporting 
the  farm  real  estate  market,  the  operations  of  these  agencies  in  other 
directions  are  still  a  material  influence  in  the  farm  real  estate  situation. 
With  about  40  percent  of  the  entire  farm-mortgage  debt  now  in  the 
hands  of  the  Federal  land  banks  and  the  land  bank  commissioner, 
and  with  the  existence  of  ample  facilities  to  refinance  mortgages  held 
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by  other  lenders,  these  federally  sponsored  agencies  are  now  in  a 
position  to  exert  a  continuing  influence  on  the  credit  situation.  The 
existence  of  these  federally  sponsored  credit  agencies  with  a  large 
stake  already  in  the  farm  real  estate  market  is  a  significant  factor 
in  the  future  of  the  agricultural  credit  and  farm  real  estate  situations. 

TREND  OF  FARM-MORTGAGE  DEBT 

Total  farm-mortgage  debt  on  January  1,  1938,  is  estimated  at 
$7,082,156,000,  a  decrease  of  about  23  percent  from  the  estimated 
debt  of  $9,214,278,000  for  January  1,  1930.  The  drastic  changes  in 
the  farm-mortgage  debt  structure  during  these  8  years  involved 
three  major  movements:  (1)  The  most  important  was  the  reduction 
in  debt,  largely  by  liquidation  through  foreclosure  and  related  dis- 
tress transfers  of  farm  property.  A  small  part  of  the  reduction  took 
place  by  the  more  normal  process  of  repayment  of  loans;  scale-downs 
of  mortgage  debt  in  connection  with  refinancing  also  tended  to  reduce 
the  total  debt.  (2)  As  an  offset  to  the  decreases  in  debt,  certain 
forces  were  operating  to  increase  debt.  Some  farmers  who  were 
previously  not  in  debt,  or  who  had  sufficient  equity  above  their 
existing  debts,  borrowed  new  or  additional  funds;  creditors  with 
claims  unsecured  by  real  estate  liens  tended  to  ask  for  a  mortgage 
on  real  estate  as  additional  security;  and,  a  substantial  volume  of 
unsecured  debts  was  placed  in  the  form  of  mortgage  loans  through 
consolidation  or  refinancing  operations.  (3)  The  shift  of  mortgages 
between  lenders,  the  most  important  being  the  shift  of  farm  mortgages 
from  private  lenders  to  the  federally  sponsored  lenders. 

The  hquidation  of  farm-mortgage  debt  by  foreclosure  and  related 
distress  transfers  since  1930  has  affected  the  farm  real  estate  market 
by  the  resulting  increase  in  farm  real  estate  acquisitions  of  most 
corporate  lending  agencies.  Such  acquisitions  have  greatly  increased 
the  potential  supply  of  land  to  be  oft'ered  in  the  farm  real  estate  mar- 
ket. On  the  other  hand,  the  refinancing  program  of  the  Farm  Credit 
Administration  prevented  many  distress  transfers  and  directly  or  in- 
directly delayed  others.  Scale-downs  occurring  at  the  time  of  re- 
financing made  unnecessary  the  refunding  of  many  operating  losses 
into  a  fixed  obligation.  Many  individual  farmers,  aided  by  increased 
income  as  well,  are  thus  in  a  substantially  better  credit  position  than 
5  years  ago.  In  addition,  the  smaller  total  mortgage  debt  and  lower 
interest  rates  combined  to  decrease  the  debt  burden  on  agriculture  as 
a  whole.  The  better  credit  basis  of  individual  farmers  and  agricul- 
ture, which  has  thus  resulted,  was  a  necessary  condition  for  the  revival 
of  the  farm  real  estate  market. 

x4.fter  1935,  several  changes  appeared  in  the  relative  importance  of 
the  factors  influencing  credit  developments  during  the  1930-35  period. 
The  net  result  is  that  the  decrease  in  farm-mortgage  debt  has  been  less 
in  these  than  in  preceding  years.  The  liquidation  of  debt  by  fore- 
closure has  fallen  oft'  considerably,  thus  lessening  the  importance  of 
that  cause  of  debt  reduction.  On  the  other  hand,  normal  payments 
on  loans,  especially  of  the  amortized  type,  are  increasing,  contributing 
in  this  way  to  a  decrease  in  debt.  According  to  the  Farm  Credit 
Administration,  voluntary  repayments  are  an  important  factor  in  the 
reduction  of  Federal  land  bank  and  land  bank  commissioner  holdings 
of  farm  mortgages.     During  1938  farmers  repaid  almost  $70,000,000 
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OR  the  principal  of  mortgage  loans  held  by  the  Federal  land  banks, 
about  $26,000,000  of  which  was  to  retire  loans  in  full,  the  remainder 
consisting  of  regular  installments  and  special  payments.  The  repay- 
ments in  1938  exceeded  new  loans  by  more  than  $18,000,000. 

The  decrease  in  debt  has  been  offset  somewhat  by  an  increase  in 
voluntary  sales,  many  of  which  involve  mortage  financing,  thus  adding 
to  the  farm-mortgage  debt.  The  farm-income  increases  up  to  1938 
probably  allowed  farmers  with  mortgage  indebtedness  to  stop  borrow- 
ing additional  capital  and  to  place  their  short-term  credits  on  a  current 
basis,  not  requiring  refinancing.  The  decline  in  the  volume  of  new 
Federal  land  bank  and  land  bank  commissioner  loans  signifies  the 
cessation  of  volume  refinancing,  thus  ending  the  third  major  movement 
of  the  period  1930-35,  which  had  been  the  shift  of  debt  among  the 
various  types  of  lenders. 

The  trend  in  total  mortgage  debt  and  the  trend  in  holdings  of  each  of 
the  major  groups  of  lending  agencies,  are  shown  in  table  10.  It  will  be 
noted  that  the  federally  sponsored  agencies  have  not  expanded  their 
holdings  since  January  1,  1937.  The  three  State  credit  agencies  in 
North  Dakota,  South  Dakota,  and  Minnesota,  and  the  joint  stock 
land  banks  have  continued  the  liquidation  of  their  holdings,  and  the 
insurance  companies  are  continuing  to  reduce  their  portfolios  of  farm 
mortgages. 

Table  10. — Estimated  total  farm-mortgage  debt  and  farm-mortgage  loans  of  leading 
lending  agencies,  January  1,  1920-38 


Total 

farm 

mortgage 

debt 

Farm-mortgage  loans  held  by  i— 

Year 

Federal 

land 
banks  2 

Land 
bank 
commis- 
sioner 2 

Insurance 
com- 
panies 

Joint 

stock 

land 

banks  ^ 

State 

credit 

agencies  * 

State  and 

national 

banks 

1920 

Million 
dollars 

7,858 

Million 

dollars 

294 

350 

433 

639 

800 

928 

1,006 

1,078 

1,156 

1,195 

1,199 

1,190 

1,168 

1,129 

1,233 

1,916 

2,072 

2,064 

2.035 

Million 
dollars 

Million 
dollars 
975 
1,206 
1,432 
1,556 
1,792 
1,943 
2,030 
2,124 
2,173 
2,139 
2,105 
2,059 
2,007 
1,869 
1,661 
1,259 
1,055 
936 
880 

Million 
dollars 
60 
78 
85 
219 
393 
446 
546 
632 
667 
657 
627 
591 
537 
459 
392 
256 
176 
133 
104 

Million 
dollars 

Million 
dollars 

1921 

I,  447 

1922 

1923 

1924 

1,388 

1925 

9,361 

1926 

1927 

.  -     -  - 

1928 

9,469 

1929 

1930 

9,214 

93 
93 
93 

84 
80 
62 
48 
33 
25 

1931 

--- 

617 
795 
837 
813 

5945 

1932 

1933 

1934 

1935                       -  - 

7,645 
7,500 
7,255 
7,082 

499 

1936 

488 

1937 

1938 

488 
501 

1  Does  not  include  relatively  minor  amounts  of  mortgage  loans  held  in  accounts  other  than  the  major 
mortgage-loan  account. 

2  Including  Puerto  Rico. 

3  Including  banks  in  receivership. 

4  Includes  only  the  Department  of  Rural  Credit  of  Minnesota;  the  Bank  of  North  Dakota,  and  the  Rural 
Credit  Board  of  South  Dakota.     Comparable  data  not  available  prior  to  1930. 

5June  30. 

Agr.  Finance  Rev.,  v.  1,  No.  2.    November  1938. 
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Commercial  banks  evidence  an  opposite  trend,  indicating  a  sligiit 
increase  in  the  amount  of  farm  mortgages  held  in  mid-1938  over  the 
immediately  preceding  years.  The  largest  increase  has  been  in  the 
North  Central  States  where  this  trend  has  persisted  since  1934.  In 
New  England,  the  West  South  Central,  and  the  Pacific  States,  there 
has  been  a  continued  decrease  in  commercial-bank  holdings  of  farm- 
mortgage  loans.  These  data  are  based  on  the  location  of  the  bank, 
rather  than  of  the  land  securing  the  mortgage  loan.  The  decrease  m 
farm  mortgages  held  by  eastern  banks  and  the  increase  in  farm- 
mortgage  holdings  of  banks  in  the  Middle  West  seem  to  indicate  that 
the  increase  m  the  volume  of  new  mortgages  recorded  by  commercial 
banks  in  the  Middle  West  is  due  primarily  to  local  financing. 

The  shift  of  mortgages  between  lenders  consisted  largely  of  the 
refinancmg  by  the  federally  sponsored  agencies  of  mortgages  held  bv 
other  lenders"!  From  May  1,  1933  to  June  30,  1937,  $1,538,717,000, 
or  70.5  percent,  of  all  loans  by  the  Federal  land  banks  and  the  land 
bank  commissioner  were  used  by  borrowers  to  refinance  mortgages. 
This  large  volume  of  refinancing  and  the  decrease  in  total  mortgage 
debt  resulted  m  marked  changes  in  the  proportion  of  the  total  farm- 
mortgage  debt  held  by  the  several  lender  groups,  as  is  shown  in  table  11. 


Table  11. — Percentage  of  total  farm-mortgage  debt  held  by  each  group  of  lenders  on 

specified  dates 

Lender 

Jan.  1, 
1928 

Jan.  1, 
1935  1 

Jan.  1, 
1938  2 

Life  'C^nraTiff  onmpfinips 

Percent 
22.9 
12.1 

7.0 
10.8 
10.4 
29.6 

7.2 

100.0 

Percent 
16.5 
32.7 
3.3 
9  0 

Percent 
12.7 
40.0 
1  5 

Federal  land  banks  and  land  bank  commissioner 

Joint  stock  land  banks 

Commercial  and  savings  banks 

1 

Mortgage  companies 

3  3    1 

246  i         '45.8 

Others 

10  6  1 

Total           -                -         --      .---.._-_      -      ---.... 

100.0 

100  0 

1  Preliminary.     A  more  detailed  presentation  of  data  relating  to  the  distribution  of  mortgage  indebted- 
ness by  sources  is  contained  in  the  following:   Horton,  Donald  C.    rkgional  varutions  in  the  sorRCES 

AND  TENURE  DISTRIBUTION  OF  FARM  MORTGAGE   CREDIT   OUTSTANDING,  JANUARY  1,  1935.      U.  S.  BuT.  Agr. 

Econ.     1938.     [Mimeographed.] 

2  Agr.  Finance  Rev.,  v.  1,  No.  2.    November  1938. 

3  Separate  estimates  not  available. 

Marked  regional  differences  in  the  trend  of  total  mortgage  indebted- 
ness were  shown  in  the  9-year  period,  1930-38.  The  largest  percentage 
decHne  was  recorded  for  the  North  Central  group  of  States,  with  32.6 
percent  for  the  western  and  22.6  percent  for  the  eastern  division  of 
this  region.  The  reduction  of  $1,561,812,000  in  mortgages  secured  by 
farms  in  these  12  States  accounted  for  73  percent  of  the  total  reduction 
in  mortgage  indebtedness  for  the  United  States  during  this  period, 
although  farm-mortgage  indebtedness  in  this  region  accounted  for  58 
percent  of  the  total  debt  in  1930.  The  relatively  sharp  reduction  in 
the  North  Central  States  is  largely  explained  by  the  high  ratio  of 
mortgage  debt  to  land  values  in  1930.  In  that  year  mortgage  debt 
covered  44.0  percent  of  the  value  of  mortgaged  full-o^vuer-operated 
farms  in  these  States  as  compared  with  a  ratio  of  35.3  percent  for 
the  rest  of  the  country.  Holding  a  smaller  equity  in  their  property 
than  farmers  in  other  regions,  farmers  in  this  region  were  particular^ 
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vulnerable  to  the  substantial  reduction  in  farm  income  that  began  in 
1930. 

REAL  ESTATE  HOLDINGS  OF  PRINCIPAL  LENDING   AGENCIES 

Future  trends  in  the  farm  real  estate  situation  will  be  influenced  to 
some  extent  by  the  policies  that  the  leading  lending  agencies  choose 
to  follow  in  the  disposition  of  their  large  farm  real  estate  holdings. 
These  holdings  resulted  from  farm  acquisitions  from  defaulting  bor- 
rowers. Table  12  shows  the  investment  in  acquired  farm  real  estate 
by  the  leading  lending  agencies  for  the  period  1929-38.  Although 
the  investment  in  acquired  farm  real  estate  increased  continually  until 
the  beginning  of  1937,  the  trend  in  the  net  annual  increase  has  been 
generally  downward  since  1933. 

Table  12. — Estiinated  investment  in  acquired  farm  real  estate  held  by  four  leading 

lending  agencies,  1929-38 


Year 

Federal 
land  banks 
and  Fed- 
eral Farm 
Mortgage 
Corpora- 
tion! 

Life  in- 
surance 
companies  2 

Joint  stock 

land 

banks  3 

- 

Three 

State 

credit 

agencies  ^ 

Total 

1929                

1,000  dollars 
26,  478 
29,  517 
36,  865 
53.  587 
83, 158 
96,  632 
96,665 
119,  864 
134,  754 
132,  038 

1,000  dollars 
88,  305 
120, 020 
151,  229 
219, 947 
316, 931 
465, 072 
600,  873 
646,  280 
713, 166 
705,  207 

1,000  dollars 
15,  236 
19,  685 
22,  202 
37,  957 

71,  741 
85,  740 
81,700 
78,  202 

72,  781 
62,  030 

1,000  dollars 
19,  540 
26, 860 
33,  511 
39, 008 
47,  454 
56,094 

60,  270 

61,  531 
68,  444 
72,  040 

1,000  dollars 
149,  559 

1930     

196, 082 

1931                ... ...  .  ...       .  ... 

243,  807 

1932 

1933                    

350, 499 
519,  284 

1934       

703,  538 

1935                

839,  508 

1936 

905,  877 

1937         - -  --     --       --   --       --     

989, 145 

1938 

971,315 

1  Investment,  including  sheriffs'  certificates  and  judgments.  Real  estate  by  Federal  Farm  Mortgage 
Corporation  excludes  the  amount  of  mortgages  not  assumed,  as  follows:  1936,  $174,698;  1937,  $4,588,071; 
and  1938,  $7,540,357.  Data  for  1938  exclude  judgments  held  by  the  Federal  Farm  Mortgage  Corporation. 
Data  for  Puerto  Rico  not  included. 

2  Investment  partially  estimated. 

3  Carrying  value  of  real  estate,  including  sheriffs'  certificates  and  judgments.  Real  estate  held  by  banks 
in  receivership  included  at  book  value. 

4  Investment.  Rural  Credit  Board  of  South  Dakota,  Bank  of  North  Dakota,  and  Department  of  Rural 
Credit  of  Minnesota. 

The  principal  lending  agencies,  whose  loans  tended  to  be  concen- 
trated in  the  North  Central  States,  were  affected  not  only  by  the 
general  tall  in  prices  of  farm  products  and  in  farm  income,  but  by 
the  fact  that  the  ratio  of  debt  to  value  in  this  area  was  generally  higher 
than  in  other  regions  in  the  United  States.  The  result  is  that  these 
lenders  are  found  to  be  holding  an  increasing  amount  of  farm  real 
estate  in  the  North  Central  States.  The  combined  holdings  of  the 
leading  lending  agencies  given  in  table  12  decreased  during  1937  in  all 
of  the  geographic  divisions  of  the  country  except  in  the  West  North 
Central  States,  where  such  holdings  increased  about  3  percent  over 
the  previous  year.  On  January  1,  1938,  about  68  percent  of  the 
holdings  of  these  agencies  was  in  the  West  North  Central  States,  the 
total  investment  over  this  region  amounting  to  $651,000,000. 

These  data  on  real  estate  holdings  do  not  reflect  the  total  reduction 
in  mortgage  indebtedness  by  foreclosures,  since  the  increase  in  hold- 
ings is  a  net  difference  between  acquisitions  and  disposals,  and  some 
foreclosed  farms  are  not  acquired  by  the  mortgagee.     Policies  relative 
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to  disposal  of  acquired  properties  have  varied  considerably  as  between 
various  types  of  lending  agencies.  Life  insurance  companies,  as  a 
whole,  have  probably  disposed  of  a  smaller  proportion  of  their  acquired 
properties  than  have  other  types  of  lenders.  As  late  as  1936,  life 
insurance  company  investments  in  acquired  farm  real  estate  increased 
by  $66,886,000  during  the  year,  and  as  some  farm  real  estate  was 
sold  during  the  year,  total  acquisitions  of  real  estate  exceeded  that 
amount.  However,  in  1937  life  insurance  company  holdings  de- 
creased along  Vvdth  those  of  other  agencies.  The  three  State  credit 
agencies  show  the  highest  proportion  of  their  farm  investments  repre- 
sented by  farm  real  estate  (fig.  7).  These  agencies  originally  made 
loans  on  the  basis  of  a  higher  percentage  of  the  appraised  valuation 
than  did  other  leading  lending  agencies.  As  the  average  price  of 
farm  land  dropped,  substantially  after  the  bulk  of  these  loans  had 
been  made,  it  was  only  natural  that  the  ratio  of  acquisitions  for  these 
groups  of  agencies  should  be  higher  than  for  most  other  agencies. 


JOINT  STOCK 
LAND  BANKS 


;CMMERCIAL 
BANKS 


THREE  STATE 

CREDIT 

AGENCIES 


FIGURE  7. 


-Farm  Real  Estate  Held  and  Mortgage  Loans  Outstanding  by 
Leading  Lending  Agencies,  January  L  1937. 


The  investment  in  acquired  farm  real  estate  by  the  leading  lending  agencies 
other  than  the  federally  sponsored  agencies  amounted  to  almost  60  percent 
of  the  outstanding  farm-mortgage  loans  of  such  agencies  on  Januarj'  1,  1937. 
Partly  because  of  the  large  proportion  of  loans  closed  in  recent  years,  the 
real  estate  holdings  of  the  federally  sponsored  agencies  were  less  than  5  per- 
cent of  the  outstanding  loans. 

The  present  real  estate  holdings  of  these  lending  agencies,  large  as 
they  are,  do  not  indicate  the  actual  or  potential  investment  that  these 
lenders  have  in  farm  real  estate  or  in  the  form  of  sheriffs'  certificates. 
The  lending  agencies  have  a  large  amount  of  loans  called  for  fore- 
closure which  are  not  yet  carried  as  real  estate;  then  some  lending 
agencies  carry  in  various  ''loan"  accounts  amounts  which  represent 
more  nearly  potential  real  estate  than  loans,  insofar  as  the  transfer  of 
such  loans  to  the  real  estate  account  is  delayed  until  after  title  is 
acquired.  Moreover,  the  farms  sold  on  purchase-money  mortgage  or 
contract  bases  represent,  to  some  extent,  potential  real  estate,  since 
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reacquirements  may  be  frequent  under  conditions  of  small  down  pay- 
ments. If  sales  campaigns  become  more  vigorous,  tending  to  increase 
the  amount  of  real  estate  sold  under  purchase-money  mortgages  and 
sales  contracts,  the  problems  of  reacquirements  may  become  signifi- 
cant. A  continued  rise  in  prices  of  farm  products  and  in  farm  income 
would,  of  course,  prevent  reacquirements  from  becoming  an  acute 
problem. 

Although  a  continuation  of  present  favorable  agricultural  credit  con- 
ditions will  tend  to  support  farm  real  estate  values,  the  large  number 
of  farms  in  the  hands  of  lending  agencies  will  probably  continue  to 
have  a  repressive  effect  on  farm-land  prices.  These  farms  acquired 
through  foreclosure  or  assignment  add  to  the  normal  supply  of  farms 
for  sale,  and  many  of  such  farms  will  probably  be  offered  for  sale  if  a 
rise  in  real  estate  values  permits  the  owners  to  obtain  satisfactory  prices, 

FARM  REAL  ESTATE  TAXES  * 

Farm  real  estate  taxes  levied  in  1937  were  somewhat  higher  than 
in  the  preceding  3  years.  Preliminary  information  obtained  from 
tax  officials  and  tax  students  indicates  that  the  1938  levies  probably 
will  show  a  further  increase.  The  annual  increases  during  the  last 
4  years,  though  slight,  are  evidence  that  for  the  United  States  as  a 
whole  the  decline  in  farm  taxes  per  acre  which  began  in  1930  ended 
in  1934.  Although  the  average  for  the  United  States  increased  in  1937, 
decreases  still  appeared  in  many  State  series.  For  the  most  part, 
however,  these  decreases  were  small  compared  with  those  in  previous 
years.  Although  taxes  per  acre  increased  each  year  since  1934, 
taxes  per  $100  of  value  declined  each  year  until  1937  as  a  result  of 
rising  land  values.  However,  with  no  change  in  land  values,  taxes 
per  $100  of  value  also  rose  in  1937. 

In  figure  8  are  shown  four  State  tax-per-acre  series,  selected  as 
representing  the  general  types  found  among  the  various  States. 
They  illustrate  the  difficulties  experienced  in  interpreting  current 
changes  in  farm  real  estate  taxes  in  relation  to  farm  real  estate  values. 
The  dissimilarities  between  these  types  became  most  pronounced 
after  1920.  Before  that  time  all  series  showed  practically  continuous 
increases  but  since  then  they  have  diverged  in  a  striking  manner. 
The  rapid  rate  of  increase  in  farm  taxes  continued  in  many  States 
practically  throughout  the  decade  from  1920  to  1930.  In  other 
States,  although  the  high  point  was  reached  at  about  the  same  time 
during  the  latter  part  of  the  decade,  significant  decreases  had  ap- 
peared following  1920. 

Taxes  per  $100  of  farm  real  estate  value  show  a  picture  somewhat 
different  from  that  of  taxes  per  acre.  They  continued  to  rise  after 
taxes  per  acre  began  to  decline,  because  taxes  were  falling  less  rapidly 
than  were  land  values.  Even  during  the  recent  period  of  rising  land 
values,  in  several  States  taxes  per  $100  of  value  increased  because 
taxes  rose  more  rapidly  than  did  land  values. 

Of  recent  developments  in  farm  taxation  there  is  none  of  greater 
potential  significance  in  relation  to  land  values  than  the  growth  of 
the  movement  to  exempt  ''homesteads"  from  taxation.  The  ques- 
tion of  granting  such  exemptions  had  received  consideration  in  prob- 
ably one-half  of  the  States,  and  has  been  adopted  in  one  form  or 
another  in  about  one-half  of  these.     In  general,  the  exemptions  apply 

4  Prepared  by  Gerhard  J.  Isaac,  associate  agricultural  economist. 
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to  owner-operated  farms,  but  are  limited  to  the  first  160  acres  and  to 
the. first  $500  to  $5,000  of  assessed  value.  The  introduction  of  home- 
stead exemptions  is  everywhere  too  recent  for  its  full  effect  to  be 
apparent  in  land  values. 

The  effect  on  the  values  of  farm  real  estate  will  depend  largely  on 
the  breadth  of  application  of  the  exemption  and  upon  the  source  of 
replacement  rev^enues.  The  greatest  immediate  effect  on  land  values 
probably  would  be  expected  in  a  State  where  the  typical  farm  unit 
fell  within  the  area  and  value  limitations  and  where  the  revenue  loss 
was  replaced  by  other  forms  of  taxation.  In  such  a  situation,  the 
net  returns  of  homestead  operators  might  be  increased  by  the  amount 
of  their  tax  savings.  The  saving  then  might  be  capitalized  into 
higher  values.  Buyers  who  intended  to  live  on  the  land  bought 
would  be  willing  to  pay  a  higher  price  for  a  farm  exempt  from  taxes 
than  they  would  for  one  subject  to  taxation. 

In  case  the  same  total  revenue  were  to  be  raised,  but  no  substitute 
tax  was  used,  the  effect  of  the  homestead  exemption  would  be  to 
shift  taxes  from  the  owners  of  small  or  low-value  units  to  owners  of 
large  or  high-value  units,  and  to  absentee  owners.  In  this  event  the 
values  of  smaller  properties  would  tend  to  increase  relative  to  the 
values  of  large  properties.  It  would  be  theoretically  possible  for  the 
average  value  per  acre  for  all  farm  land  in  a  State  to  remain  unchanged 
because  the  decreases  just  offset  the  increases. 

Several  new  factors  in  addition  to  homestead  exemptions  have  also 
affected  the  current  farm- tax  situation.  As  pointed  out  in  earlier 
issues  of  these  circulars  on  the  farm  real  estate  situation,  a  decline  in 
real  estate  taxes  in  some  States  has  been  made  possible  by  the  intro- 
duction of  other  forms  of  taxation,  notably  sales  taxes.  In  a  number 
of  States,  sales  taxes,  which  were  originally  enacted  on  a  temporary 
basis,  have  been  reenacted  as  permanent  parts  of  the  State  tax  sys- 
tems. The  trend  of  total  revenue  raised  through  levies  on  farm  real 
estate  in  the  next  few  years  will  depend  upon  the  extent  to  which 
there  is  effective  demand  for  new  governmental  services  or  for  full 
restoration  of  services  curtailed  during  depression  years,  and  the  ex- 
tent to  which  greater  reliance  is  placed  on  other  types  of  taxes.  But 
the  distribution  of  real  estate  levies  among  classes  of  landowners, 
and  the  relative  burden  upon  the  different  classes,  must  depend  upon 
such  factors  as  assessment  practice  and  homestead  exemption. 

CHANGES  IN  FARM    OWNERSHIP 
FREQUENCY  OF   VOLUNTARY  FARM   TRANSFERS  CONTINUES  HIGH 

After  reaching  a  level  for  the  12  months  ended  March  15,  1937, 
that  was  higher  than  at  any  time  since  data  became  available  in  1926, 
the  frequency  of  voluntary  sales  of  farm  real  estate  declined  slightly 
in  each  of  the  2  succeeding  years.  For  the  12  months  ended  March 
15,  1939,  the  preliminary  estimate  of  the  average  nuniber  of  volun- 
tary sales  and  trades  for  the  United  States  as  a  whole  (including  con- 
tracts to  purchase  but  not  options)  was  28.3  farms  per  thousand, 
about  5  percent  under  the  rate  of  29.9  farms  per  thousand  reported 
the  previous  year  and  about  10  percent  lower  than  the  figure  reported 
for  the  year  ended  March  15,  1937  (table  13).  The  rate  of  31.5 
farms  per  thousand  for  1937  was  somewhat  less  than  double  the 
average  for  1932,  and  almost  one-fifth  above  the  average  prevailing 
before  1930. 
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Increases  in  the  frequency  of  voluntary  sales  were  reported  from 
each  geographic  division  for  the  year  ended  March  15,  1937,  with  the 
largest  increase  occurring  in  the  East  North  Central  States.  During 
the  following  12  months,  the  frequency  declined  slightly  in  each  of 
the  divisions  with  the  exception  of  the  South  Atlantic  and  Mountain 
States,  where  very  moderate  increases  were  reported,  and  during  the 
last  year  limited  declines  occurred  in  all  divisions. 

Despite  the  declines  of  the  last  2  years,  the  current  frequency 
levels  are  above  those  prevailing  before  1930  in  the  North  Central, 
South  Atlantic,  East  South  Central,  and  Pacific  groups  of  States. 
The  levels  of  the  last  year  are  substantially  lower  than  the  predepres- 
sion  levels  in  the  North  Atlantic  States,  and  moderately  lower  in  the 
Mountain  States. 

According  to  reports  from  dealer  correspondents,  active  farmers 
continue  as  the  largest  group  of  farm-land  buyers,  accounting  for 
somewhat  over  three-fifths  of  the  total.  For  the  country  as  a  whole, 
this  group  is  about  equally  divided  between  farmers  who  already  own 
and  operate  land  and  former  tenants  who  are  now  buying  land  of 
their  o\\m. 

During  1937  a  larger  percentage  of  the  total  loans  made  through 
the  Federal  land  banks  involved  the  purchase  of  land  than  at  any 
time  since  the  organization  of  the  system.  Loans  made  by  the 
Federal  land  bank  and  land  bank  commissioner  for  the  purpose  of 
land  purchase  totaled  about  6,200  in  number  in  1937,  constituting 
about  21  percent  of  the  total  amount  of  loans  closed.  In  1936  about 
10,400  loans  were  made  in  connection  with  land  purchases,  represent- 
ing about  14  percent  of  the  total  amount  of  loans  closed. 

Available  informxation  concerning  the  sellers  of  farm  real  estate 
indicates  that  creditor  agencies  sold  somewhat  less  than  one-third  of 
all  the  farms  sold  at  voluntary  transfer  during  the  last  2  years,  con- 
stituting about  the  same  proportion  of  sellers  as  did  owner-operators. 

The  farm  real  estate  holdings  of  the  leading  lending  agencies  de- 
clined during  1937  for  the  first  time  since  1929.  Although  the  decrease 
in  the  total  investment  in  acquired  farm  real  estate  held  by  a  group 
of  five  major  lending  agencies  was  somewhat  less  than  3  percent,  it 
was  widespread  geographically.  All  divisions,  with  the  exception 
of  the  TTest  North  Central  States,  showed  a  reduction.  As  these 
lending  agencies  hold  about  28,000,000  acres  of  acquired  farm  real 
estate,  with  an  investment  in  excess  of  $1,000,000,000,  it  is  probable 
that  their  disposal  policies  will  continue  to  exert  a  considerable  in- 
fluence on  farm  real  estate  value  trends.  Even  with  moderate 
foreclosure  rates,  the  extent  of  the  present  holdings  of  such  agencies 
indicates  that  they  may  be  expected  to  constitute  one  of  the  major 
groups  of  farm-land  sellers  for  a  number  of  years. 

The  volume  of  sales  by  the  Federal  land  banks  continued  at  a 
high  level  during  the  year  ended  December  31,  1937.^  During 
that  vear  the  banks  sold  or  disposed  of  15,280  farms  or  parts  of  farms 
as  compared  with  15,013  in  1936  and  9,712  in  1935.  From  1934  to 
1937  the  ratio  of  Federal  land  bank  sales  or  disposals  to  beginning 
real  estate  inventories  plus  acquisitions  slightly  more  than  doubled. 
The  number  of  farms  or  part  farms  disposed  of  in  1937  was  somewhat 
less  than  one-half  of  the  combined  total  owned  outright  at  the  begin- 

«  [United  States]   Farm  Credit  ADMI^^sTRATION.    anncai.  reports,  1-5.    1933-37.    See  reports  3, 
4,  and  5. 
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niiig  of  the  year  and  acquired  during  the  year.  Sales  prices  in  rela- 
tion to  the  banks'  investment  were  higher  in  1937  than  in  the  previous 
year,  and  the  average  cash  down  payment  increased. 

The  continued  high  volume  of  sales  combined  with  a  decline  in 
acquisitions  resulted  in  a  reduction  in  real  estate  inventories  by  ap- 
proximately 3,200  properties  during  1937.  This  represented  a 
decline  of  about  9  percent  in  the  total  investment  in  acquired  real 
estate.  A  further  decline  of  about  2  percent  in  this  investment 
occurred  in  1938. 

Of  the  total  number  of  transfers  for  the  year  ended  March  15,  1939, 
voluntary  sales  and  trades  accounted  for  about  45  percent,  as  com- 
pared with  46  percent  the  previous  year,  and  18  percent  in  1933. 
In  each  of  the  last  2  years  forced  sales  have  accounted  for  only  27 
percent,  as  compared  with  58  percent  in  1933  (fig.  9). 


FiGuaE  9. — The  relatively  high  frequency  of  voluntary  sales  continued  during 
1936,  1937,  and  1938  in  practically  all  the  major  geographic  divisions.  The 
downward  trend  in  the  frequency  of  forced  transfers  continued,  and  new  low 
levels  were  reached  in  several  of  the  areas. 

A  comparison  of  the  levels  of  forced  transfers  with  voluntary  trans- 
fers for  the  various  geographic  divisions  is  given  in  figure  9.  For  the 
United  States  as  a  whole,  the  year  ended  March  15,  1937,  marked 
the  first  year  since  1930  wherein  the  frequency  of  voluntary  transfers 
exceeded  the  frequency  of  forced  transfers.  By  March  15,  1938, 
voluntary  transfers  equaled  or  exceeded  forced  transfers  in  each  geo- 
graphic division — the  first  time  that  this  situation  has  prevailed  since 
data  became  available  in  1926. 


FARMERS  CONTINUE  ACTIVE  IN  FARM  BUYING 

According  to  reports  from  dealer  correspondents,  the  proportion  of 
farms  bought  by  active  farmers,  by  local  residents,  and  for  the  pur- 
pose of  operation  has  not  changed  materially  since  1935  (table  14). 
During  this  period,  over  four-fifths  of  the  farms  have  been  bought  by 
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local  residents,  over  three-fifths  of  the  buyers  were  active  farmers,  and 
about  three-fourths  of  the  buyers  purchased  for  the  purpose  of  oper- 
ation. 

The  situation  in  regard  to  forced  transfers  of  farm  real  estate  (table 
15)  is  in  contrast  with  that  for  voluntary  transfers. 


Table  14, — Voluntary  sales  and  trades  of  farm  real  estate:  Percentage  of  purchases 
reported  in  specified  classes  of  residence,  occupation,  and  purpose  of  purchase,  for 
the  United  States  and  for  geographic  divisions,  years  ended  March  15,  1930-39 


Geographic  division 

Local  residents 

1930 

1931 

1932 

1933 

1934 

1936 

1936 

1937 

1938 

1939 

New  England 

Pet. 
59 
70 
83 
89 
82 
90 
82 
81 
71 

Pet. 

48 
70 
84 
88 
82 
85 
77 
77 
72 

Pet. 
51 
69 
78 
85 
79 
87 
73 
76 
66 

Pt. 

50 
68 
78 
81 
76 
86 
76 
77 
70 

Pet. 

56 
69 
78 
82 
81 
88 
78 
84 
71 

Pet. 

58 
72 
85 
83 
82 
86 
78 
80 
72 

Pet. 
56 

77 
83 
84 
86 
85 
81 
78 
72 

Pet. 
55 
71 
83 
84 
84 
91 
78 
82 
74 

Pet. 
60 
72 
83 
86 
82 
88 
80 
84 
74 

Pet. 

63 

Middle  Atlantic - 

71 

East  Xorth  Central                     .. 

«1 

We'^t  Xortli  Central 

88 

South  Atlantic    -                     

83 

Ea'^t  South  Central                     ._ 

90 

We'^t  South  Central 

82 

86 

Pacific 

75 

United  States 

82 

81 

77 

76 

78 

81 

82 

81 

81 

83 

Geographic  division 

Purchase  for  operation 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

New  England 

Middle  Atlantic                            .  . 

Pet. 
80 
82 
80 
82 
78 
79 
73 
87 
84 

Pet. 
79 
85 
82 
81 
80 
79 
70 
88 
90 

Pet. 

85 
82 
77 
76 
78 
81 
68 
87 
88 

Pet. 

85 
83 
75 
74 
75 
80 
68 
88 
88 

Pet. 

74 
79 
73 
72 
75 
78 
67 
84 
89 

Pet. 

68 
78 
72 
73 
71 
78 
66 
84 
86 

Pet. 
73 
79 
72 
74 
78 
79 
71 
84 
84 

Pet. 
71 
76 
71 
69 
74 
83 
74 
87 
89 

Pet. 

74 
77 
74 
75 
77 
80 
73 
88 
84 

Pet. 

73 

75 

Ea^^t  North  Central 

78 

West  North  Central    . 

74 

South  Atlantic 

East  South  Central 

81 
82 

West  South  Central- - 

Moiintain 

86 

Pacific 

84 

United  States 

81 

8> 

79 

77 

75 

74 

76 

75 

77 

78 

Occupation  of  purchaser 

Geographic  division 

Active  farmer 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

Pet. 
59 
56 
67 
81 
66 
74 
70 
83 
71 

Pet. 
42 
50 
60 
75 
62 
69 
64 
76 
65 

Pet. 
37 
45 
55 
67 
55 
65 
53 
67 
51 

Pet. 
40 
42 
48 
58 
54 
66 
49 
68 
52 

Pet. 

42 
47 
55 
65 
59 
69 
54 
70 
54 

Pet. 
40 
51 
60 
69 
60 
71 
61 

Pet. 
46 
51 
58 
69 
65 
71 
62 
77 
62 

Pet. 
35 
47 
60 
68 
66 
72 
63 
76 
62 

Pet. 
39 

45 
63 
67 
60 
74 
63 
79 
48 

Pet. 

40 

Middle  Atlantic 

East  North  Central  . 

45 
66 

West  North  Central          ._     . 

71 

South  Atlantic 

East  South  Central  .       .  . 

65 
74 

West  South  Central         .  .  . 

69 

Mountain 

77 

Pacific                       

63 

United  States 

72 

65 

57 

53 

58 

63 

64 

63 

62 

66 
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Table  14. —  Voluntarij  sales  and  trades  of  farm  real  estate:  Percentage  of  purchases 
reported  in  specified  classes  of  residence,  occupation,  and  purpose  of  purchase,  for 
theUnited  States  and  for  geographic  divisions,  years  ended  March  15, 1930-39 — Con. 


Occupation  of  purchaser— Continued 

Geographic  division 

Retired  farmer 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

New  England 

Pet. 
3 

4 
5 
5 
3 
2 
4 
2 
4 

Pet. 
6 

7 
7 
8 
5 
3 
6 
4 
4 

Pet. 

7 
5 
7 
8 
4 
4 
5 
5 
6 

Pet. 

7 
5 
7 
9 
4 
3 
6 
2 

6 

Pet. 

4 
5 
6 
6 
4 
3 
7 
4 
7 

Pet. 
5 
4 
5 
6 
3 
3 
5 
1 
4 

Pet. 

6 

7 

? 

3 
3 
4 
4 

4 

Pet. 

4 
3 
5 
6 
4 
6 
4 
2 
7 

Pet. 
3 

t 

6 
3 
2 
4 
3 
3 

Pet. 

5 

Middle  Atlantic 

5 

East  North  Central        .      .- 

4 

West  North  Central 

5 

South  Atlantic 

2 

East  South  Central             .     

3 

West  South  Central 

3 

4 

Pacific 

4 

United  States              -.-  - 

4 

6 

6 

6 

6 

5 

5 

5 

4 

4 

Occu 

pation  of  purchaser— Continued 

Geographic  division 

Other  occupation 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

Pet. 
38 
41 
27 
14 
30 
23 
26 
15 
26 

Pet. 

52 
43 
33 
17 
33 
28 
30 
20 
31 

Pet. 
56 
50 
38 
25 
41 
31 
42 
28 
43 

Pet. 
53 
53 
45 
33 
42 
31 
45 
30 
42 

Pet. 
54 
48 
39 
29 
37 
28 
39 
26 
39 

Pet. 
55 
45 
35 
25 
37 
26 
34 
22 
34 

Pet. 
48 
42 
36 
24 
32 
26 
34 
19 
34 

Pet. 
61 
53 
35 
27 
30 
23 
33 
23 
30 

Pet. 

58 
50 
32 
28 
37 
24 
33 
18 
49 

Pet. 

55 

Middle  Atlantic 

50 

East  North  Central             . 

30 

West  North  Central 

24 

South  Atlantic    _     -             -     ------- 

33 

East  South  Central 

23 

West  South  Central 

28 

19 

Pacific 

33 

United  States 

24 

29 

37 

41 

36 

32 

31 

32 

34 

30 

Table  15. — Forced  transfers  of  farm  real  estate:  Percentage  of  purchases  reported 
in  specified  classes  of  residence,  occupation,  and  purpose  of  purchase,  for  the 
United  States  and  for  geographic  divisions,  years  ended  March  15,  1932-39 


Geographic  division 

Local  residents 

Purchase  for  operation 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

New  England 

Pet. 

84 
86 
75 
71 
77 
71 
64 
86 
67 

74 

Pet. 

67 
74 
79 
60 
83 
77 
65 
65 
65 

72 

Pet. 

71 

80 
71 
66 
76 

74 
61 
65 

78 

71 

Pet. 

69 

82 
74 
58 
79 
75 
71 
54 
76 

71 

Pet. 
73 
86 
76 
63 
84 
81 
66 
88 
63 

74 

Pet. 
69 

79 
73 
64 
86 
80 
53 
74 
60 

71 

Pet. 

74 
84 
74 
66 
79 
82 
60 
80 
72 

73 

Pet. 

69 
67 
76 

77 
87 
82 
77 
83 
72 

77 

Pet. 

81 
55 
48 
35 
48 
47 
36 
60 
60 

45 

Pet. 

56 
41 
44 
26 
53 
43 
32 
56 
61 

41 

Pet. 

64 
48 
39 
29 
43 
42 
31 
50 
45 

39 

Pet. 
52 

52 
42 
36 
53 
46 
27 
41 
66 

44 

Pet. 

58 
58 
53 
35 
58 
50 
37 
60 
49 

48 

Pet. 

40 
58 
43 
22 
54 
36 
24 
31 
58 

39 

Pet. 

56 

57 
47 

I 

58 
38 
58 
63 

50 

Pet. 

59 

Middle  Atlantic 

60 

East  North  Central 

57 

West  North  Central 

49 

South  Atlantic 

60 

East  South  Central  .     -- 

46 

West  South  Central 

50 

71 

Pacific 

77 

United  States 

57 

40 


CIRCULAR    5  4  8,    U.    S.    DEPARTMEXT    OF    AGRICULTURE 


Table  15. — Forced  transfers  of  farm  real  estate:  Percentage  of  purchases  reported 
in  specified  classes  of  residence,  occupation,  and  purpose  of  purchase,  for  IJie 
United  States  and  for  geographic  divisions,  years  ended  March  15,  1932-39 — Con. 


Occupation  of  purchaser 


Geographic  division 


Active  fanner 


Retired  farmer 


1932  1933 


1934  1935  1936 


1937  1938 


1939  1932 


1933 


1935 


19361937  1938  1939 


Xew  England 

Middle  Atlantic 

East  Xorth  Central- 
West  Xorth  Central- 
South  -\tlantic 

East  South  Central - 
West  South  Central - 

Mountain 

Pacific 


Pet.  Pet. 
50  30 
43  ' 
45 


34 
44 
36 
55 
61 
36 

28  I  48      55 
43     40  !  52 


34 
37  I  51 
42     52 


Pet.  Pel. 
51     43 

44  j  51 
38  I  57 


Pet. 


Pet.  Pet. 
1  10         9 


United  States. 


40      38 


42      43      35  I  44      51 


Geographic  division 


Xevr  England 

Middle  Atlantic 

iiast  Xorth  Central. 
West  Xorth  Central. 

South  Atlantic 

East  South  Central-. 
West  South  Central. 

Mountain 

Pacific 


united  States. 


Occupation  of  purchaser— Continued 


Other  occupation 


1932  i  1933      1934      1935      1936      1937      193S     1939 


Pet.  Pet.  Pet.  Pet.  Pet.  Pet. 
51 
48 
54 
71 
48 
52 
77 
78 
57 


35 

56 

44 

43 

61 

44 

53 

62 

49 

56 

55 

55 

56 

50 

49 

52 

63 

64 

58 

58 

47 

55 

59 

45 

42 

52 

48 

54 

47 

37 

59 

53 

69 

66 

55 

37 

51 

63 

.38 

37 

49 

48 

54 

57 

44 

Pet. 
39 
49 
56 
59 
42 
35 
60 
35 
47  ! 


Pet. 


61 


D0WNV7ARD   TREND  IN  NUMBER  OF  FARM  REAL  ESTATE  FORECLOSURES 

CONTINUES 

For  the  12  months  ended  ^iarch  15  m  each  of  the  last  3  years, 
decreases  in  the  frequency  of  foreclosure  sales  and  related  defaults  were 
reported  from  each  geographic  division.  According  to  preliminary 
estimates,  the  average  number  of  forced  sales  resulting  from  debt 
delinquency  for  the  year  ended  March  15,  1939,  was  13.4  per  thousand 
of  all  farms,  a  decrease  of  about  6  percent  from  the  level  reported 
the  previous  year,  and  the  lowest  rate  since  data  became  available 
in  1926.  For  the  country  as  a  whole,  the  level  for  1939  was  only 
about  one-third  of  that  for  1933. 

The  limited  decreases  m  foreclosure  sales  during  the  year  ended 
March  15,  1939,  are  in  contrast  to  those  for  the  previous  year,  when  a 
reduction  of  more  than  30  percent  occurred  in  the  East  South  Central 
States,  and  decreases  of  approximately  20  percent  or  more  were 
reported  from  the  East  North  Central,  South  Atlantic,  and  TVest 
South  Central  groups  of  States.  For  the  country  as  a  whole,  fore- 
closure rates  for  the  year  ended  March  15,  1938,  were  approximately 
20  percent  under  those  reported  the  previous  year. 
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The  levels  for  the  12  months  ended  March  15,  1939,  were  less  than 
one-third  of  those  for  1933  in  the  East  South  Central,  South  Atlantic, 
and  East  North  Central  groups  of  States.  They  were  approximately 
two-fifths  of  the  1933  levels  in  the  West  North' Central,  West  South 
Central,  and  Pacific  groups  of  States;  less  than  three-fifths  of  the  1933 
levels  in  the  Middle  Atlantic  and  Mountain  groups,  and  three- 
fourths  of  the  1933  levels  in  the  New  England  States. 

The  number  of  mortgages  foreclosed  by  the  Federal  land  banks, 
including  farms  deeded  directly  to  the  banks,  during  the  calendar 
year  1937,  was  32  percent  below  the  previous  year.^  The  number  of 
farms  acquired  hj  the  joint  stock  land  banks  declined  about  45  per- 
cent, whereas  the  number  of  acquisitions  by  the  Farm  Mortgage 
Corporation  increased  about  68  percent. 

The  foreclosure  rates  of  insurance  companies,  commercial  banks, 
individuals,  and  miscellaneous  groups  all  declined  substantially  during 
the  1937  calendar  year,"  and  the  rates  for  each  of  these  types  of  lenders 
were  materially  under  those  prevailing  a  few  years  earlier.  From  1934 
to  1937,  foreclosure  rates  of  insurance  companies  declined  more  than 
60  percent;  those  of  individuals  more  than  40  percent;  those  of  com- 
mercial banks  more  than  20  percent;  and  those  of  miscellaneous 
groups  more  than  50  percent.  The  downward  trends  for  each  of 
these  groups,  as  well  as  the  Federal  land  bank  and  land  bank  com- 
missioner combined,  were  continued  during  the  first  three-quarters 
of  1938. 

Forced  sales  resulting  from  delinquent  taxes  declined  for  the  12 
months  ended  March  15  in  both  1937  and  1938,  although  a  slight 
increase  is  indicated  for  1939.  The  current  level  is  lower  than  that 
prevailing  before  1930  and  only  about  one-fifth  of  the  1933  average. 

6  See  footnote  5,  report  5. 

"  [United  States  Farm]  Credit  Administration.     Farm  Credit  Quarterly.    December  1938. 
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